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MONDAY, JULY 7, 1958 


House or REPRESENTATIVES, 
SuBcoMMITTER ON Hovstne of THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., Hon. Albert 
Rains, chairman of the subcommittee, presiding. 

Present: Messrs. Rains, Addonizio, Barrett, Mrs. Sullivan, Messrs. 
McDonough and Betts. 

Mr. Rains. The committee will be in order. 

I might say the subcommittee will be considering the Senate bill, 
pending bills by myself, Dr. Talle, other members of the committee, 
and other Members of the Congress. All of the housing bills that 
have been introduced will be considered by the committee. 

We will expect to use the Senate bill as somewhat of a vehicle to 
work on. For today we have listed the agencies. I see we have our 
longtime good friend, Mr. Cole, the Administrator of the Housing and 
Home Finance Agency, and he is accompanied by the heads of the 
various departments of his Agency. I am going to ask Mr. Cole to 
proceed in any way he sees fit. I think we w ill let each of you proceed 
with all of your statement and possible we will reserve questioning - 
until this afternoon. 

You may proceed, Mr. Cole 


STATEMENT OF HON. ALBERT M. COLE, ADMINISTRATOR, HOUSING 
AND HOME FINANCE AGENCY 


Mr. Corr. All right, Mr. Chairman, thank you. 

Mr. Chairman and members of the committee, I appreciate the op- 
portunity to present the views of the Housing and Home Finance 
Agency on housing legislation of interest to your committee. Our 
comments will be directed primarily to H. R. 11173, the administration 
bill introduced by Mr. Talle, and S. 4035, the general housing bill 
recently reported by the Senate Committee on Banking and Currency. 

These bills would affect programs of each of the ‘five constituent 
organizations of our Agency. I have with me the heads of these 
constituent organizations who have statements expressing the views 
of the Agency on legislation affecting their programs. 

In order to conserve the time of the committee, [ will make a few 
general observations, if agreeable to you, Mr. Chairman. Also, fol- 
lowing our discussion of “other mortgage insurance matters, I will 
present the views of the administration on H. R. 10637, the Home Loan 
Guarantee Corporation Act, and similar legislation. 








2 HOUSING ACT OF 1958 


I have been authorized to advise that H. R. 11175, with additional 
proposals we will recommend, is in accord with the program of the 
President. That bill would provide legislation necessary to expand, 
or continue, or more effectively carry out, programs of the Housing 
and Home Finance Agency for the provision and improvement of 
housing and for the removal and prevention of slums and blight. 
These interrelated programs have the common objective of proy iding 
adequate housing in suitable neighborhoods for all persons in com- 
munities throughout our country. 

The programs also have a vital effect on our entire national economy. 
The residential construction industry is, itself, a major industry. It 
directly affects not only the producers and manufacturers of lumber 
and brick and electrical and heating equipment and countless other 
products which enter into the construction of a home, but also hun- 
dreds of other industries and trades which supply home furnishings 
and services and which depend for an important share of their business 
on continued residential construction. 

The Senate bill, S. 4035, contains some provisions recommended by 
the administration affecting our operations. However, that bill con- 
tains a number of very serious defects and undesirable provisions, as 
we will explain. They will be discussed, insofar as possible, with pro- 
visions on the same subject contained in the administration bill. 


FHA MORTGAGE INSURANCE 


Provisions on FHA mortgage insurance are contained in title I of 
the administration bill and in titles I, IT, and VI of the Senate bill. 
Both bills contain a number of desirable provisions with respect to 
this subject, but the Senate bill is deficient in several major respects, 
as Mr. Mason, the Federal Housing Commissioner, will explain. 

It fails to deal with the problem of making maximum interest rates 
for rental housing and cooperative housing mortgages insured by FHA 
consistent with maximum interest rates for sales housing. It makes a 
number of unnecessary increases in FHA mortgage insurance ceilings 
on these project mortgages, both as to dollar amounts and as to the 
ratios of loan to value or loan to cost. ‘These increases are unnecessary 
because existing ceilings are not an impediment to construction. They 
are undesirable because they would tend to raise the rentals or charges 
for the units involved. The Senate bill also fails to make realistic 
increases in the maximum dollar amounts for FHA-insured mortgages 
on sales housing. Mortgage ceilings on sales housing have lagged far 
behind cost increases and are thus thwarting the original intent of the 
Congress to make FHA mortgage insurance available to the bulk of 
American families. 

Among the desirable mortgage insurance provisions in both bills, I 
wish to call your particular attention to the proposed annual adjust- 
ments in the FHA general mortgage insurance authorization which 
would permit continuation of FHA operations over the next 5 fiscal 
years. Both bills would also make several changes in section 221 
mortgage insurance operations for the purpose of providing more 
housing for families displaced from their homes by urban renewal 
and other governmental activities such as highway construction and 
code enforcement. An important change would extend this mortgage 
insurance program to rental housing produced by builders for profit, 
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The objective of these changes is very desirable because relocation is 
one of the most difficult and urgent problems in the entire urban-re- 
newal program. 

Rental housing is especially needed. The provisions on this subject 
in the Senate bill, however, would provide excessive increases in 
mortgage insurance ceilings and make other undesirable changes. 

Mr. Mason will now present his statement on legislation relating 


to FILA operations. 


STATEMENT OF NORMAN P. MASON, FEDERAL HOUSING 
COMMISSIONER 


Mr. Mason. Mr. Chairman and members of the committee, I ap- 
prec iate the opportunity to appear before your committee this morn- 
ing to diseuss proposals in H. R. 11173, H. R. 10457, and S. 4035, 
relating to FHA. 


INCREASED MAXIMUM HOME MORTGAGE AMOUN 


Sections 101 and 108 of H. R. 11173, the administration bill, would 
provide increases In maximum mortgage amounts to $30,000 for 1-, 
2-, and 3-family dwellings under sections 203, 213, 220, and 809 of the 
National Housing Act. The Senate bill, S. 4035, provides limits of 
$22,500, $25,000, and $30,000 for 1-, 2-, and 3-family dwellings, re- 
y scopaptor Under the present ae the maximum mortgage amount 
for 1- and 2-family dwellings is $20,000 and for 3- family ‘dwellings, 
$97,500. All FHA programs are primarily directed tow: ard low- and 
moderate-priced homes, as indicated by the fact that in 1957, only 
10 percent of all home mortgages insured by FHA amounted to 
$15,000 or more. 

Secondary financing generally is an unsound practice with bad ef- 
fects upon our economy “generally. It would be helpful to have FHA 
cover a wider portion of ‘the market with its single monthly payment. 
The larger percentage of downpayment on larger loans effectively 
establishes the difference between these loans and the low-income 
market. 

Construction costs have about trebled since 1934 when FHA started, 
but FHA maximum loan amounts have lagged behind. It is esti- 
mated that about one-fifth of all new homes built in metropolitan 
areas are in price ranges too high to be financed with maximum ratio 
FHA-insured mortgages. In areas of higher construction costs, this 
proportion is even greater. We believe it would be helpful to take 
more of these out of the secondary financing field. 


LOAN-VALUE RATIOS ON TRADE-IN HOUSES 


Section 102 of the administration bill aims to reduce closing costs 
and assist in arranging home sales of trade-in houses. I should like to 
emphasize the desirability of this proposal as an aid to home pur- 
chasers who already own a home but wish to acquire a larger or im- 
proved one and need the equity in their existing house as part of the 
downpayment on a new home. 

This home buyer will be able to realize more from the equity of the 
old home because a builder or realtor taking the house in trade could 
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under this proposal receive the same maximum mortgage amount as 
an owner-occupant if, for a period not to exceed 18 months, 15 per- 
cent of the original principal mortgage amount would be put in escrow 
until such time as the property is sold to an owner-oce upant. This 
will minimize closing costs in the resale transaction and thus assist in 
satisfactory sales. Tf no such sale occurs by the end of 18 months, 
the funds held in escrow would be applied to a reduction in the 


mortgage amount. 
HOUSING FOR THE ELDERLY 


Since the administration proposed the provisions in section 207 of 
the National Housing Act authorizing mortgage insurance for hous- 
ing projects for elderly persons in 1956, F HA has found widespread 
approval of the program and interest in development of such projects. 

Certain limitations on the development of these projects have be- 
come apparent since section 207 is intended primarily for insurance 
of mortgages on rental housing for the normal housing market. 
These limitations relate especially to findings of economic soundness, 
determinations of rental schedules, and definitions of dwelling units. 
Section 103 of the administration bill would transfer the elderly 
housing provisions from section 207 to a separate new section of the 
National Housing Act in order to remove these limitations. 

While the Senate bill would accomplish the separation of the 
present program from section 207, several elements in that bill are 
undesirable. First, 100 percent boas are provided for nonprofit 
sponsors. Response to the present 90 percent loan terms has been 
so enthusiastic that we are convinced that more liberal terms are not 
required. Secondly, the Senate bill authorizes under this program 
profit-seeking projects. Ample facilities for economically sound 
profit-seeking projects of this type are available under section 207, 
so this action is not needed. 

Third, as propos sed 1 in section 201 of the Senat bill, the FHA pro- 
gram of housing for the el: le rly would include nora for financing 
nursing homes. We are op posed to such an activity in FILA opera- 
tions, believing that nursing homes are ap propriately financed as 
business ventures rather than as housing cilities. FHA super- 


vision of their financing would also involve s a rvision and evalua- 
tion of technical and administrative work in a field in which it has 


no background. 
INTEREST RATES ON PROJECT MORTGAGES 


Section 104 of the administration bill would increase the maximum 
permissible interest rate on rental housing mortgages insured under 
section 207 and on management-type cooperative housing insured 
under section 213, from 414 percent to 514 percent. For sales-type 
cooperatives, the maximum interest rate for home mortgages under 
section 213 would be made consistent with section 203: that is, not 
in excess of 6 percent, as the FHA Commissioner finds necessary to 
meet the mortgage market. The maximum rate under FHA rules 
is now 51, percent for various sales housing programs. 

Rental housing projects are developed as investment for long-term 
operation and both rental projects and cooperative projects are de- 
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veloped by sponsors who may be expected to bargain effectively in 
the market for favorable financing terms. 

The Federal Housing Commissioner should have sufficient latitude 
for adjustments in these programs to permit appropriate interest 
rates for these project mortgages under conditions such as existed 
recently without the complication of discounts. With the present 
restrictive ceiling of 4% percent for projects under sections 207 and 
213, many desirable projects are withheld from development under 
conditions of scarcity of mortgage funds. 


NEW MORTGAGE INSURANCE AUTHORIZATION 


Since the administration bill was introduced, a sharp increase 
in FHA applications has necessitated a joint resolution increasing our 
insurance authorization under section 217. This provided FHA a 
net increase of $4 billion of authorization, which we expect to be 
adequate until June 30, 1959, and, Mr. Chairman, may I interpolate 
in my statement here a word of thanks to this committee for its part in 
that action. The Senate bill would provide regular adjustment of 
this insurance authorization on July 1 of the next 4 years so that 
during each fiscal year the available authorization would be $4 billion 
plus payoffs of insured mortgages and expirations of outstanding 
commitments. Unused authorization would lapse each time the au- 
thorization is amended. This advance provision for authorization 
is highly desirable in enabling industry to plan with confidence in the 
availability of the FHA program, and we strongly recommend its 
enactment. 


PROPOSED CHANGES RELATING TO URBAN RENEWAL 


Section 108 of the administration bill would change section 220 and 
the cost-certification procedure in section 227 of the National Housing 
Act in order to eliminate a present discrimination against the investor- 
redeveloper in urban-renewal operations. 

Under the present law, the sponsor-redeveloper who is also the 
builder is able to obtain section 220 insured mortgages which may 
approximate total project cost, exclusive of overhead and profit to the 
redeveloper. If asponsor-redeveloper, however, does not also act as a 
builder and has to contract with a general contractor for the construc- 
tion work, the present law is so devised that the available mortgage 
amount may be substantially less. By elimination of this inequity, 
this type of redeveloper would be encouraged to undertake urban- 
renewal projects. 

This amendment would eliminate the statutory 10-percent limitation 
on builder’s profit allowance now provided under section 220 in con- 
nection with rehabilitation projects. A reasonable allowance for 
builder’s profit in connection with the construction expenditures on 
such reconstruction work should frequently be above 10 percent, be- 
cause of the extra hazard of possible unknown costs in rehabilitation 
work. 

I should like to note that section 109 (b) of the Senate bill accom- 
plishes this general objective excepting that builder’s overhead is per- 
mitted to be covered by the insured mortgage amount. In our opinion, 
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this constitutes an unnecessary liberalization of insurable mortgage 
amounts for this program and makes cost-certification procedures more 
difficult because of needs for estimating overhead costs independently 
of profits. 

In the Senate bill there Is a provision for excluding certain non- 
building land improvements in urban-renewal projects from the mort- 
gage-amount limitation. This provision is desirable to permit in- 
creased amenities in these projects without compromising the quality 
of the dwelling accommodations. 

The changes to sect ion 220 contained in section 108 of the adminis- 
tration bill also permit an allowance of $8,100 in mortgage amount 
per unit for units in excess of 4 in the case of section 220 dwellings 
designed for more than 4 families but not included in large rental 
projects. 

RELOCATION HOUSING PROPOSALS 


Section 109 of H. R. 11173 provides the administration’s recom- 
mendations for several improvements in the section 221 program for 
relocation housing for families displaced because of urban-renewal 
activities or other governmental activities. The first change would 
remove the requirement that the locality or community in which the 
housing is to be located must first request that the section 221 program 
be made available. 

This requirement proves to be troublesome, in some cases, where 
two or more governmental jurisdictions are involved in a metro- 
politan area since there may be no way of knowing in advance in which 
jurisdictions builders and lenders will choose sites for section 221 
housing. 

No other FHA program requires such a request nor does the absence 
of such a request in any way affect the usual controls of any com- 
munity over the type of housing built within its boundaries. 

The second change would increase from $10,000 to $12,000 the dollar 
limitation on section 221 mortgages in areas where cost levels require 
mortgages exceeding $9,000. The basic $9,000 limit is adequate to 
provide housing in many areas of the Nation and should not be 
changed. 

The third change recommended by the administration would 
broaden the 221 rental housing program by allowing such housing to 
be produced by builders for profit. As you know, rental housing 
under section 221 is now limited to nonprofit corporations. The max- 
imum amount of mortgage for the profit-type corporation would be 
95 percent of the value of either new or rehabilitated property instead 
of the 100 percent permitted nonprofit organizations. 

The Senate bill exceeds administration recommendations by increas- 
ing the basic mortgage amount limitation from $9,000 per unit to 
$10,000 and by permitting 100 percent loans to profit-seeking projects 
involving rehabilitation of existing structures. We opposed both of 
these items as being undesirable liberalizations. The $9,000 ceiling 
is effective in many areas of the Nation and should not be relaxed. 
For areas actually requiring a $10,000 ceiling, the authority recom- 
mended by the administration for mortgage amounts up to $12,000 
can be appropriately used. 
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PROPOSED TECHNICAL CHANGES 


Section 110 of the administration bill adds the elderly housing pro- 
gram of section 229 and the section 221 rental housing built for ‘profit 
to the cost certification requirements of section 227. 

Section 111 relates to the settlement of insurance by FHA on in- 
sured mortgages, extending to other home-mortgage programs con- 
structive technical amendments made last year ¢ and earlier years to 
several home-mortgage programs. 

Section 112 provides for an increase in the maximum maturity 
and the maximum interest rate of mortgages under section 803 armed 
services (Capehart) housing. The maximum maturity would be 
increased from 25 years to 30 years in order to reduce amortization 
payments. The maximum interest rate would be increased to 5 
percent. 

As the Emergency Housing Act has already raised the maximum 
rate to 414 percent, there is no immediate need for increasing it. 
However, we believe the higher rate should be provided in order 
to give desirable flexibility. This is in line with the President’s 
recommendation for adequi ite flexibility on interest rates. 

The Senate bill contains a number of additional provisions relating 
to FHA programs on which some comment should be made. 


TITLE I EXTENSION 


The extension of the FHA title I program for 1 year from Sep- 
tember 30, 1959, to September 30, 1960, which is provided by section 
101 of the Senate bill is desirable to provide ample opportunity next 
year for a review of this program without the pressure of need for 
immediate extension of the program. 


PROJECT MORTGAGE AMOUNT INCREASES 


Increases in insurable mortgage amounts under sections 207, 213, 
and 220 on both a unit and a room basis are provided by the Senate 
bill. We do not consider these increases necessary for the effective 
operation of the programs, and we feel some concern that such in- 
creases would encourage undue emphasis on high-rental projects 
in FHA programs. This is especially true with respect to projects 
seeking the $1,250-per-room increase in mortgage amounts because 
of local construction cost requirements. 


LOAN RATIO FOR COOPERATIVE HOUSING 


In section 105 (a) of the Senate bill, provision is made for an 
increase in the maximum ratio of loan for section 213 management- 
type projects to 97 percent of replacement cost, in place of the prev- 
ious limitation to 90 percent, or 95 percent if 50 percent of the co- 
operators are veterans. 

In our opinion, financing for these projects should be as closely 
related to section 207 terms as is feasible rather than being fur-her 
liberalized. It is to be noted that this 97-percent ratio would apply, 
for example, under high-cost conditions, to 5-room apartments rang- 
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ing up to $21,900 replacement cost per unit and 6-room homes rang- 
ing up to $23,200 in replacement cost. 


APPLICABILITY OF LOCAL LAWS AND REGULATIONS UNDER SECTION 221 


In section 111 (a) of the Senate bill, an amendment to the section 
221 program would explicitly require that housing financed by mort- 
gages insured under section 221 meet “the requirements of all State 
laws, or local ordinances or regulations, relating to the public health 
or safety, zoning or otherwise, as may be applicable thereto.” FHA 
regulations under each mortgage insurance program already contain 
essentially this same requirement. Accordingly, we suggest deletion 
of this language from present legislation because stating the require- 
ment in the statute at this time seems redundant, and because it might 
carry some implication, also, that the absence of such wording in other 
sections of the act might limit the Commissioner’s authority to apply 
the same concepts under other programs. 


SECTION 221 INSURANCE FOR 2- TO 4-FAMILY DWELLINGS 


Provision is made for owner-occupant financing of 2-, 3-, and 4 
family structures under section 221 requiring only $200 investment 
per unit, with a special requirement for occupancy preference for dis 
placed families in the remaining units. 

We oppose these provisions for two principal reasons. Firstly, it 
does not seem warranted that the very liberal terms of the single-family 
home program to assist homeowners should be extended to enable in- 
vestment purchases of additional units for rental income. We believe 
that $800 is far too small an amount of downpayment for acquisition 
of a 4-family structure, especially when closing costs and prepaid ex- 
penses can be paid out of the $800 investment. Adequate financing 
terms for such investments by owner-occupants are available under 
section 203. Secondly, effective enforcement of occupancy prefer- 
ences for such accommodations is almost impossible from an admin- 
istrative standpoint. 

MILITARY HOUSING 


In section 602 of the Senate bill provision is made for a new pro- 
gram of mortgage insurance under section 810 for privately owned 
rental housing in localities of military establishments. Both single- 
family and multifamily housing would be financed under this pro- 
gram for occupancy by civilian or military personnel of military 
establishments upon certification of need by the Secretary of Defense. 

In FHA we recognize the housing problems of these military areas, 
and we are anxious to cooperate in any soundly conceived solution for 
these problems. Adequate safeguards should be provided, however, 
against windfall profits to sponsors out of mortgage proceeds. The 
mortgage amount provisions in this proposal for projects of single- 
family homes and the apparent exclusion of these projects from cost 
certification procedures provide open opportunities for such windfalls. 
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FHA ACQUISITION OF DEFAULTED HOME MORTGAGES 


H. R. 10457 would amend the section 203 program so that defaulted 
home mortgages could, in the discretion of the Commissioner, be as- 
signed to FHA in exchange for debentures. Such assignment is to be 
for the purpose of avoiding foreclosure, and FHA debentures are to 
be issued in an amount. equal to unpaid principal and interest plus 
proper advances made by the mortgagee under the provisions of the 
mortgage. 

We do not favor the : adoption of this proposal because there is no 
important purpose to be served by the amendment and because adop- 
tion of the amendment might lead to a weakening of servicing efforts 
by the local mortgagee, to the detriment of both the mortgagor and 
FHA. The FHA program properly puts reliance on the local lender 
to give effective servicing to defaulted mortgages. He is both ac- 
quainted with all aspects of the transaction and properly located and 
staffed to serve the borrower’s needs best under emergency condi- 
tions. It is proper that the responsibility for this function be kept 
in the mortgagee and not shifted to FHA. 

The Commissioner’s authority to authorize delay in foreclosure is 
ample to permit mortgagees and mortgagors whenever possible to 
work out an effective schedule for making up defaulted payments. In 
such cases, FHA invariably approves mortgagee requests for an ex- 
tension of the 12-month period of default within which foreclosure is 
required by FILA regulations. 

The danger is great, it seems to us, that industry would misunder 
stand such legislation as a device for converting FHA’s normal op 
erating procedures into an HOLC type of operation for relieving 
mortgagees of all or most defaulted mortgages. 

The proposal has one additional serious defect, in our opinion, in 
providing to the mortgagee benefits which are greater than would be 
available. through the normal processes of the section 203 program. 
First, the mortgage would be paid in debentures for all defaulted in- 
terest, which normally would be covered by a certificate of claim, pay- 
ment on which would be dependent upon net proceeds to FHA upon 
disposal of the property. 

Secondly, all foreclosure costs would be avoided by the mortgagee, 

whereas normally one-third or more of such costs (depending on reg- 
al ations at time of insurance) would have been covered by the certifi- 
cate of claim and two-thirds by debentures. 

Mr. Chairman, this concludes my formal statement. I have pre- 
pared also a brief statement on the certified agency program which I 
would be glad to place in the record. This was prepared, I believe, 
at the request of ae of you. 

Mr. Rains. Yes; I think that would be sufficient if you would pre- 
sent that for the record. I would like to have a copy of it so I could 
ask any questions about it. 

Mr. Mason. Certainly. 


2843 1—-58 
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(The document referred to is as follows:) 
FEDERAL HousING ADMINISTRATION 
CERTIFIED AGENCY PROGRAM 


One of the pressing problenis of housing has been that those citizens residing in 
our smaller communities have found it difficult or impossible to get financing. 

Last fall the FHA instituted a new program known as the certified agency 
program which was designed to meet this need. It stimulates needed housing in 
small towns and serves the needs of small builders. 

At the present time this is an experimental program that has been put into 
operation in various selective areas to test its effectiveness and efficiency. The 
purpose is to supplement the regular home mortgage insurance plan of FHA and 
give more people the benefits of the National Housing Act. 

Under this program processing functions preparatory to FHA’s insurance en- 
dorsement, which in the past have always been carried out in the FHA local 
office, are performed by qualified and FHA approved lending institutions using 
fee appraisers and inspectors that meet FHA standards. 

As an authorized agent the hometown lending institution is empowered to 
accept applications for insured mortgages under section 2083 of the National 
Housing Act and prepare the case for FHA’s insurance endorsement. There is 
a minimum of redtape, no delays in sending forms back and forth to the FHA 
insuring office, and cases can be closed in a matter of a few days. 

We believe that the new CAP program, as it is called, will be the answer for 
small builders and lenders who have been discouraged by the complexities of 
FHA procedures because they do not do a large volume of business. 

So far the results of the certified agency program have been most encouraging. 
The industry has wholeheartedly welcomed the opportunity to expand into new 
areas. Home owners have appreciated the new possibilities CAP has offered 
them to have good housing with sound FHA financing. Builders, realtors, bank- 
ers, savings and loan associations, and consumers have heartily endorsed the 
CAP program wherever we have tried it out. They are asking us to extend it 
as soon as we feel we can. 

By proper selection and training of mortgagees, appraisers, and inspectors, we 
are confident that FHA can effectively and soundly make its assistance in home 
purchasing available to many thousands of families who, in the past, have found 
home ownership beyond their reach. A continuing review of the cases submitted 
under the certified agency program will be carried on by FHA to assure what the 
basic concepts of sound mortgage insurance and mortgage financing are main- 
tained. All FHA safeguards, including approval and withdrawal of approval, 
operate under CAP the same as under the regular home mortgage insurance 
program. 

By June 10, FHA commitments had been issued under the CAP procedure on 
a total of 257 proposed single-family homes and 1,565 existing homes. Mortgages 
had been insured on 7 new homes and 397 existing homes by the same date. 

The CAP procedure has been gradually extended from 7 areas originally au- 
thorized on an experimental basis last fall to a present total of parts of all 21 
insuring office jurisdictions. 

In the 14 insuring offices which were authorized to use the CAP procedures, by 
March, 1,073 lenders had been approved as FHA certified agents, as shown in 
exhibit A, and 761 appraisers and 379 architectural inspectors had been author- 
ized, as Shown in exhibit B. 

FHA’s regular programs with insuring office processing will continue to handle 
mortgage insurance in cities and large metropolitan areas. This CAP program 
will be available in the smaller communities in America where our smaller 
builders through it can make the benefits of home ownership available to more 
and more of our citizens. 
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ExuHisir A.—Authorized agents appointed under the FHA certified agency 
program as of June 20, 1958 


State Banks | Savings | Mortgage 
and loans | companies 


Alabama, Birmingham-.--- . eee 25 g 29 
Arizona, Phoenix. _ ‘ ot a1 | 3 9 
Colorado, Denver--- 7 , i ss | 16 | 4] 29 
Illinois: 

Chicago y ete P ne cl oe , 21 | 2 9 

Springticld-_- 2 , : a5 51 15 
Kansas, Topeka ‘ 29 20 | 35 
Maine, Bango ‘e 28 2 | 2 


Michigan 





Detroit wa —_ ‘nich nnd ickndmanigitie | 11 2 | 1 
Grand Rapids. 39 Ps 
Montana, Helena > ; j | 43 | 7 5 
New York, Albany . 7 7 73 10 | as 
North Carolina, Greensboro. - : aaa budkect 58 | {1 10 
Oregon, Portland ect : | 116 7) 14 
Pennsylvania, Philadelphia-..--.-- : ; 106 | 12 | 8 
Total “ ete ‘ , 701 | 213 159 
| 
EXxH1BIT B.—A ppraisers and inspectors authorized under the FHA certified 
agency program as of June 20, 1958 
| | 
State | Apprais-| Inspec- || State | Apprais- | Inspec- 
| ers tors | ers | tors 
ailcicslas laa | = | scl in |—— jo 
Alabama, Birmingham a2 40 | 27 || Montana, Helena____. eel 46 | 15 
Arizona, Phoenix. oe 50 36 || New York, Albany__........- 105 29 
Colorado, Denver ; 52 36 || North Carolina, Greensboro__| 89 7 
linois: || Oregon, Portland _- eel 69 33 
Chicago . 20 4 || Pennsylvania, Philadelphia- -| 99 20 
Springfield _ - - 63 | 29 |_—— -| — 
Kansas, Topeka_____-- ~ 63 31 | TT So 761 379 
Maine, Bangor._-...-....-.--| 31 22 | | 
Michigan: | 
Detroit nes 7 1 
Grand Rapids-__-- eal 27 22 


Mr. Corr. Now, Mr. Chairman, we return to page 3 of my state- 
ment. This ison mortgage coinsurance proposals. 

As I have stated in my opening remarks, I wish to comment on pro- 
posals which have been made to establish a new system of mortgage 
insurance where there would be a sharing of the risk between the insur- 
ing agency and the lender. ‘Those proposals do not contemplate vest- 
ing any operating responsibility in the FHA, and I shall, therefore, 
cover them in my testimony. However, Commissioner Mason will 
be available along with me to answer questions about them. 

Under these proposals, a limited portion of a home loan would be 
insured, but the lender would have the advantage of a lower premium 
and less supervision and control than under the present Government 
mortgage insurance or guaranty programs. The program is offered 
as a means of reaching areas where the present programs are not avail- 
able. 

A mortgage coinsurance proposal was made by the United States 
Savings and Loan League last year. It was later modified and, on 
August 14, 1957, was introduced as S. 2791 by the chairman of the 
Housing Subcommittee of the Senate Committee on Banking and Cur- 
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rency. ‘The Senator explained that the bill was introduced by request 
and that he intended it to serve as a subject for further study, but was 
not committed to that particular proposal. On February 10 of this 
year, a third version of the proposal, which differed in eight particulars 
from S. 2791, was introduced by the chairman of the Housing Sub- 
committee of the House Committee on Banking and Currency. The 
chairman stated that the modifications reflected changes recommended 
by the United States Savings and Loan League and that he had intro- 
duced the bill as a starting point for committee consideration. 

On May 15 of this year, a representative of the United States Sav 
ings and Loan League appeared before the Housing Subcommittee on 
the Senate side during its consideration of the Housing bill of 1958 
and submitted a fourth version of the league’s proposal. A fifth ver 
sion was prepared and approved by that subcommittee and incorpo- 
rated in a committee print dated May 29. However, S. 4035, as re- 
ported by the full committee, did not contain any proposal for a 
mortgage coinsurance program. 

The committee report stated that final action was postponed because 
a majority of the members believed that there were inequities in the 
particular proposal, and that important issues had not been resolved. 

Clearly, this subcommittee’s time would be wasted if we were to 
attempt a detailed compartive analysis of all these old and new drafts. 
In my opinion, all of them are ser iously defective in many substantive 
features. The recent versions represent, I am convinced, hastily im 
provised and totally unsuccessful attempts to meet valid criticisms 
which have been directed against the earlier ones. 

I wish to summarize the major defects which make completely un- 
acceptable every 1 of the 5 versions which have been presented to date. 

One major objection to the proposals is that they would limit par 
ticipation to a single class of lenders, namely, members of a Federal 
home loan bank. Depending on which of the several drafts is exam- 
ined, this result would be accomplished either by provision of law or 
as a practical matter. Such membership consists almost entirely of 
savings and loan associations. The effective denial of a low-premium, 
reduced-supervision program to other classes of lenders would consti 
tute a serious discrimination against them. Not my would there 
be discrimination as among types of mortgage le nders, but the benefits 
which the home-buying public might receive under a better devised 
program would also be severely limited. 

For example, it is contended that this coinsurance proposal would 
be particularly effective in small towns and rural areas in which FHA 
and VA aids are not readily available. However, the force of this 
argument is lost when participation is denied to many lenders who 
operate in small towns and rural areas, and who may be the only lend- 
ing institutions in their particular areas. The survey of residential 
financing of the 1950 census of housing shows that over 78 percent of 
the first mortgage debt held by savings and loan associations was on 
properties located inside metropolitan areas, that is, areas having a 
central city with a population of at least 50,000. Although savings 
and loan associations do operate in many outlying areas as well, so do 
other classes of lenders, and all of them should participate in the 
program if families in rural and outlying areas are to receive the 
greatest possible benefit. 
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A second extremely serious deficiency in all the proposals relates to 
the potential effect on the national economy. In any widespread 
mortgage insurance system made possible by a Federal agency, it is 
important that we avoid strong, built-in forces which would make more 
severe and would lengthen periods of recession or depression. Such 
forces have been avoided under the FHA mortgage insurance system. 

In times of severe recession, the FHA would be under no compulsion 
to dump numerous foreclosed properties on an already depressed 
market. To do so would, of course, further depress the market and 
lead to a cycle involving still more defaults and still more foreclosures. 

It would also prev ent obtaining a fair price for the acquired proper- 
ties being sold. Accordingly, the FHA pays its insurance claims in 
long-term debentures and is in a position to utilize the intervening 
time before the debentures fall due to accomplish the gradual and 
orderly sale of acquired properties, thereby achieving re: sonable sales 
prices and avoiding the deflationary effects of rapid ‘forced sales. 

When a somewhat similar device was proposed in connection with 
the mortgage coinsurance scheme, it met with a very proper objection 
from the Chairman of the Federal Home Loan Bank Board. As you 
may know, all five draft bills would place the proposed insuring agency 
in the Federal Home Loan Bank Board. The Chairman of the Board 
pointed out that the insuring function would impose upon his agency 
the burden of conducting what could in effect become a m: ijor property 
management oper: ition. 

The Board is simply not equipped to undertake such a burden be- 
cause it is a regulatory and supervisory agency having no field offices 
and avoiding business type operations. In order to meet this very 
valid objection by the Chairman of the FHLBB, later versions 
omitted any reference to payment of insurance claims through long- 
term debentures and omitted any device whatsoever which would pre- 
vent the dumping of acquired properties in times of recession on 
already depressed local real estate markets. This change was a case 
of jumping out of the frying pan into the fire. 

This brings me to a third very serious deficiency in all five proposals. 
They would place administration of the coinsurance program in the 
Federal Home Loan Bank Board. I have already noted that the 
Board is not equipped to carry on a property management function 
which is an essential part of a mortgage insurance function. More 
basic is the fact that the Board is the type of agency which should not 
be burdened with an operating program such as mortgage insurance. 

Unlike the FHA which has been conducting a mortgage insurance 

operation for almost a quarter of a century, the FHLBB is prim: wily 
a central banking system for savings and loan associations. Through 
the Federal home loan bank system and through the Federal Savings 
and Loan Insurance Corporation and otherwise, the Board devotes 
& major portion of its energies to exercising regulatory and quasi- 
judicial functions. 

I am absolutely convinced that it would be against public policy 
for such an agency to enter into business dealings with the finance ‘ial 
institutions which it regulates and supervises. It is simply unreason- 
able to expect an examiner for the Federal Savings and Loan Insur- 
ance Corporation to criticize a transaction appr oved by a sister agency 
within the Federal Home Loan Bank Board. Indeed, acting as 
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operator of the new insurance program, the Board would have the 
function of sponsoring a mortgage insurance business in the interest 
of one class of lenders. 

Acting as a supervisory agency, it would then be expected to turn 
around and see that these operations were conducted within self- 
imposed restrictions intended to protect shareholders in savings and 
loan associations and intended to protect the stability of lending 
institutions. Inevitably there will arise gross conflicts of interest. 

In this very connection, I feel that I should call to your attention 
the testimony which was given before your full committee on June 2. 
1955, by the chairman of the legislative committee of the United 
States Savings and Loan League. At that time he was testifying in 
favor of making the FHLBB an inde pendent agency. He and other 
proponents of independent status for the Board stressed the b: inking 
and regulatory and supervisory functions of the Board and of its 
constituent agency, the Federal Savings and Loan Insurance 
Corporation. 

He also pointed out that the Board had divested itself of any prop- 
erty management functions inferring such to be a desirable pre- 
requisite to independent status. Yet, 3 years later, the same repre- 
sentative appeared before a congression: al committee and testified in 
favor of placing a vast business-type mortgage insurance operation 
in the Board. 

Quite apart from the objection based on the regulatory and super- 
visory functions of the Board, I believe that the establishment of a 
mortgage insurance or guaranty operation in the Board would create 
an extremely undesirable governmental organization in this field. 
The new functions of the Board would needlessly and wastefully 
duplicate the functions of the FHA and the VA. Such an arrange- 
ment can only result in overlapping and confusion to the detriment 

of the home buyer, the builder, the lender, and the American taxpayer. 

Let me give just two examples of why the Board should not be 
given the job of operating a mortgage-insurance program. Without 
a network of field offices, it could do nothing as a practical matter to 
protect the vital interests of consumers, whereas if it established 
network of field offices, there would be an obviously wasteful dupli- 
cation of the 75 already existing FHA field offices. 

Also imagine the confusion which would result when a single project 
of perhaps 10 or perhaps 100 homes was financed with some of the 
mortgages being insured by the FHA, others being guaranteed by the 
VA, and still others by the proposed new insuring agency to be estab- 
lished within the FHL BB. 

A fourth serious objec tion to the proposals relates to their financial 
soundness. Discussing their financial soundness is a little bit like 
trying to measure distances while shooting rapids ina canoe. Detailed 
proposals have showered down upon us in such profusion that I have 
no way of knowing exactly what statement of facts I am to assume. 
Maximum mortgage amounts, maximum loan-to-value ratios, mini- 
mum premiums, and the amount of insurance coverage have all varied 
materially. The latest draft contains no requirement at all that the 
lender bear a portion of the loss in each case where there is a loss, 
this being the essential coinsurance feature of the proposal. 

Until a firm proposal is made, it is, of course, impossible to estimate 
its soundness. However, all of the drafts are marked by an unwilling- 
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ness to face up to the fact that, depending upon the details, an actu- 
arially sound premium would be 2 percent or more and not somewhere 
between 1 percent and 2 percent. 

While I am on the subject of financial soundness, I wish to address 
myself to a related issue. Some proponents of the proposals have 
said that they would establish a purely private corporation, and that 
the only reason why legislation is necessary is to permit federally 
chartered savings and loan associations to participate in a self-insur- 
ance scheme along with other savings and loan institutions. 

However, not 1 of the 5 versions is so drafted. Not one of them 
merely removes obstacles in the law to the establishment of a private 
cooperative insurance organization which will spread the risk of high 
loan-to-value ratio loans among savings and loan associations. Each 
of the drafts would establish a new Federal agency within the Federal 
Home Loan Bank Board, to be operated by Feder ‘al employees. 

The proponents of the legislation may ‘be technically correct when 
they point to the absence of Treasury stock subser iptions, Treasur 
loans or Treasury guaranties. However, this would have little effect 
on the Government's real responsibility when the Gove rnment, itself, 
is carrying on the program. 

The proposed Federal guarantee corporation, to be operated by the 
Federal Home Loan Bank Board, as an agency of the United States, 
with the advantages of substantial tax exemptions, will result for all 
practical purposes in a Treasury-backed instrumentality. In the event 
of a major recession, should the cor poration be unable to meet its obli- 
gations because its property-disposal procedures are inadequate, or 
for any other reason, I am convinced that a moral obligation will be 
asserted by the creditors of the C orporation and will be honored by 
the United States Government acting through the Congress. 

I come now to my fifth and most serious objection against the sev- 
eral proposals. Not one of the drafts would protect the interests of 
consumers or home buyers. The lenders’ interests would be well pro- 
tected by insuring the top 18 or 20 or 25 percent of the mortgage loan. 
Such insurance coverage would shift virtually the entire risk from 
the lender to the Government agency. 

That is, even a severe economic setback would not normally wipe 
out the protection afforded the lender by downpayments plus the 
amortization payments received on earlier loans, plus insurance cover- 
ing loss equal to the top percentage of the entire mortgage debt. The 
insurance premium which pays for such protection would be paid by 
the home buyer and would be included in his mortgage debt. He in 
turn would receive no protection in the field of property standards or 
inspections, no protec tion as to appr aisals, and no protection as to 
Interest rates. 

Even if instructions or policy statements were to be written into 
the law directing the guaranty corporation to provide for property 
standards or to inspect homes on a spot-check basis, it is clear that 
the corporation would be unable to carry out such instructions effec- 
tively. 

As I stated before, the Federal Home Loan Bank Board has no 
field offices, no technical personnel and no experience needed for this 
task. Granted that the coinsurance feature does away with the neces- 
sity for the FHA-type of inspection which is made of each and every 
mortgaged property, it still would be necessary to do a spot-chee king 
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job in order to avoid the growth of widespread abuses. This the 
Board, as a purely financial agency, cannot do because property 
standards and property inspections involve technical items such as 
wiring and insulation and plumbing systems and soil conditions. 

Market value appraisals present a somewhat simpler problem than 
technical property standards and technical property inspections. 
Even in this field, however, the guaranty corporation and the FHLBB 
would be seriously handicapped by the absence of a network of field 
offices from which appraisers could occasionally do a spot-checking 
job on a sampling basis. The Board would be forced to rely on loc al 
fee appraisers whose future employment and future fees would de- 
pend on the good will of the very financial institutions they would be 
expected to check. Fee appraisers have done fine work both for the 
FHA and the VA, but it should be borne in mind that in the case of 
those two agencies there exists machinery of supervision and checking 
which prevents abuses from developing. 

Finally, the proposals do not provide any control over interest rates 
or other financial charges. Thus, there is no assurance that the benefits 
of the guaranties will be passed on to the home purchaser in the form 
of lower interest rates. In fact, there is scarcely a suggestion of 
concern for the home buyer. 

Competition and the law of supply and demand will take care of this 
problem in most cases. However, in smaller communities which the 
program is primarily supposed to serve there may be only 1 or 2 
financial institutions, so that the real competition will not come into 
play. Interest rate abuses will es arise in those cases where home 
buyers are not aware of the need to shop for the most favorable rate. 

I have many times recommended to the Congress that interest-rate 
ceilings in the field of housing not be set at inflexibly low levels. Such 
ceilings have the effect of diverting credit away from housing so that 
the home buyer frequently is unable to receive a needed loan. However, 
[ have never recommended to the Congress that it e nac t housing legis 
lation which would omit any device for channeling the intended 
benefits to consumers. 

Should such legislation be enacted, there would be a strong tenden 
on the part of s av ings and loan associations, which have been making 
over one-fifth of all VA-guaranteed home loans, to divert these funds 
to the new Gorvernment guaranty program where interest rates would 
be uncontrolled. 

Under the spur of pressure to adopt antirecessionary measures, if 
may be urged that a coinsurance proposal] should be adopte “dl quic! ly to 
help stimulate housing construction. In the case of the p roposals uw nder 
study, there is no justification whatsoever for hasty action since they 
cannot have any effect on construction in the immediate future. In 
almost all of the States, lending institutions generally, including State 
chartered savings and loan associations, are prohibite d from making 
mortgage loans having the high loan-to-value ratios which are con 
templated by the draft bills. Such corrective State legislation would 
normally require a period of at least 2 years. 

In conclusion, I strongly recommend that no action be taken during 
the closing days of this Congress which would burden the American 
public with an ill-conceived mortgage-insurance program which would 
be harmful to consumers, the building industry, the mortgage lending 
industry and the American taxpayer, and which would ‘also unleash 
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forces which could easily prove detrimental to the entire national 
economy. Such legislation is considered wholly unacceptable by the 
administration. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Provisions dealing with the Federal National Mortgage Association 
are contained in title II of the administration bill and in titles VI and 
VII of the Senate bill. Both bills contain desirable provisions to 
increase the limit on the amount of a mortgage which mar be pur- 
chased by FNMA under its secondary market operations. This would 
recognize cost increases during the past several years and make possible 
assistance to additional moderate-income families. 

The Senate bill would e xtend for 1 year the requirement that FNMA 
purchase mortgages at par in its special assistance program. This 
constitutes one of the most objectionable provisions of that bill. The 
requirement makes it almost impossible for private investors to com- 
pete in the purchase of even the more desirable mortgages eligible for 
FNMA special assistance. It defeats the original purpose of the pro- 
gram which was to supplement and encourage private investment in 
special categories of home mortgages rather than to supplant such 
investment. 

Mr. Baughman, whom you all know, the President of the Federal 
National Mortgage Association, will give his statement on the 
legislation. 


STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. BaueuMman. Mr. Chairman and members of the committee, I 
appreciate this opportunity of appearing before your committee today 
in behalf of the Federal National Mortgage Association, of which I 
am President. FNMA is in fact, as you know, a mixed-ow nership cor- 
poration organized under the laws of the United States, and is en- 
gaged in purchasing and selling residential mortgages and in man- 
aging its three separate mortgage portfolios. 

We now have three different operations—separate accountability for 
each is obligatory. The one that operates preponderantly on private 
money and credit is called the secondary market operations. Prices 
paid for mortgages are established from time to time within the range 
of market prices for the particular class of mortgages involved. It is 
a business-type operation. 

Another, caliad the special assistance functions, operates exclusively 
with United States Treasury money to accomplish broad national 
housing policies or objectives. 

The third operation, called the management and liquidating func- 
tions, is a program for managing and liquidating the portfolio of 
mortgages acquired by the “old FNMA.” 

Sec ondary market operations: Section 201 of H. R. 11173, the ad- 
ministration bill, and section 701 (a) of S. 4035, the Senate bill, would 
increase the maximum amount of a mortgage that can be purchased 
under the secondary market operations from $15,000 for each family 
residence or dw elling unit covered by the mortgage to $20,000. Such 
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a change would make possible assistance to housing serving additional 
families of moderate income, particularly larger families. 

The amendment would recognize the progressive increases in housing 
costs which have taken place in recent years. In addition, the amend- 
= would help to meet the special problems faced by higher cost 
are While the bulk of purchases by FNMA under its secondary 
maine operations have been, and will continue to be, of mortgages on 
lower priced homes—the average mortgage now being purchased is 
about $12,000—it has become increasingly clear that the 1954- imposed 
$15,000 limitation has been precluding mortgage sellers from obtaining 
the intended services with respect to many mortgages covering housing 
which serves larger families or is located in the higher cost area 

The increase above the present $15,000 is partic ula arly appropr iate 
at this time under the secondary market operations because provisions 
are made, currently, for the purchase of mortgages not exceeding $13.,- 
500, at par, employing Government funds under the special assistance 
funds. We think a great deal of good will be accomplished if the upper 
limit of the range is increased. 





SPECIAL ASSISTANCE FUNCTIONS 


Special assistance that is exclusively governmental, and which em- 
ploys United States Treasury funds only, is provided by the separate 
special assistance functions of FNMA. There is no recourse to the as- 
sociation’s corporate capitalization. The FNMA Charter Act indi- 

cates that special-assistance aid is to be rendered primarily with re- 

spect to selected types of mortgages originated under special housing 
programs; but, also, provision is ‘made for such aid generally if and 
when the need is dictated by conditions in the national economy. 
FNMA provides special assistance in the financing of such mortgages 
“pending the establishment of their marketability.’ 

A direct congressional authorization provides 200 million dollars 
for mortgages covering cooperative housing, insured by FHA under 
section 213. Of this authorization, 50 million dollars is required to 
be reserved for mortgages covering consumer cooperatives. An amend- 
ment contained in the Senate bill (sec. 701 (c)) would increase the 
$200 million authorization to $250 million. We oppose this amend- 
ment because sufficient funds remain available to assist in the financing 
of true consumer cooperative housing. Of the $50 million reserved 
for this purpose, there remains available about $38 million, an amount 
that appears to be adequate. In practical effect all of the proposed 
increase of $50 million would be earmarked for other than consumer- 
type cooperatives. 

Our experience has been that mortgages covering individual sales- 
type (as contrasted to multifamily management- -type) housing that is 
builder-sponsored have preempted nearly all (83 percent) of the $150 
million of FNMA section 213 special-assistance funds already aie 
available by the Congress for assistance in the financing of other than 
consumer-type cooperatives. Although sales-type mortgage financ- 
ing under section 213 may have special attraction to builder- -sponsors, 
it has been ser iously questioned whether the regular FHA section 203 
financing may not be more advantageous to homeowners. For ex- 
ample, the following is a statement of the Comptroller General of 
the United States from his audit re port on FNMA for the fiscal years 
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ended June 30, 1956 and 1957, transmitted to the Congress on April 
24,1958: 

In our review we noted that home buyers financing their mortgages under 
section 213 rather than under section 203 generally had the disadvantage of 
higher construction costs. For example, FHA estimated that in New Mexico, 
where several hundred homes were constructed: under section 213 during fiscal 
year 1957, construction costs generally were about 12 to 15 percent higher under 
section 213 than under section 203. 

In concluding that part of the above audit report that dwelt on 
the extent of need for section 213 special assistance, the Comptroller 
General recommended that the Congress give consideration to res- 
cinding section 305 (e) of the National Housing Act, as amended, 
which authorizes FNMA, under its special assistance functions, to 
purchase mortgages insured by FHA under section 213, 

Another direct congressional authorization provides $500 million 
for section 803 mortgages covering Capehart armed services housing 
and also mortgages covering section 809 housing for civilian em- 
ployees at a research or dev elopment installation of one of the military 
departments. A minimum of $58.75 million was expressly alloc ated 
to section 809 mortgages of which approximately $37 million remains 
available. The Senate bill (sec. 602 (d)) would make the funds now 
designated for section 809 mortgages also available for mortgages 
insured under a proposed section 810 program to provide housing for 
military and civilian personnel employed in connection with an in- 
stallation of one of the armed services of the United States. We op- 
pose this amendment. In our opinion, the section 809 housing pro- 
gram, which encourages the provision of sales-type housing for essen- 
tial civilian employees at the vitally important research and develop- 
ment installations of the military departments, should carry sufficient 
priority to preclude the diversion of this limited amount of special- 
assistance funds to any other purpose. 

Our remaining legislative proposal contained in the administration 
bill, section 202 would give to FNMA appropriate discretion to de- 
termine special-assistance purchase prices, and also fees and charges, 
as was provided originally in the 1954 FNMA Charter Act. The 
present statutory provisions (1) require FNMA through August 7, 
1958, to pay not a than par for mortgages purchased under its 
special assistance functions, (2) limit FNMA’s charges or fees for its 
special-assistance services to a maximum of 114 percent, and (3) 
specify that not more than one-half of such fees or charges with re- 
spect to any mortgage may be collected at the time of commitment. 

The Senate bill is silent on the question of fees and charges under 
the special assistance functions, and section 701 (b) thereof, ‘which we 
oppose, would continue the minimum par purchase price requirement 
for another year. We urge instead the adoption of section 202 of the 
administration bill. 

If we keep in mind the real purposes that the special assistance 
functions are designed to serve, we cannot but question whether mort- 
gages bearing differing interest rates, varying at the present time be- 
tween 414 percent and. 51, percent, can consistently be purchased at a 
single uniform price—whether that price be par or some other 





amount—as is now required by law under the special assistance func- 
tions. Certainly they are not purchased by institutional investors on 
such a basis. 
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The special assistance functions provide for the purchasing of 
selected types of home mortgages, pending the establishment of their 
marketability in the general mortgage m: arket. If the establishment 
of such marketability is to be advanced, special-assistance purchases 
should be conducted in circumstances that are planned to encourage 
private investment in the same types of mortgages. When the cir- 
cumstances are wrong, FNMA’s purchases will necessarily supplant 
or deter private investment. 

Because the circumstances often involve the purchase by FNMA 
of mortgages that are valued by private investors at appreciably less 
than par, a continuation of the existing par purchase price require- 
ment and the present limitations on fees and charges will cause it to 
be impracticable for private investors to participate to any large 
extent in the purchase of mortgages that involve them in competition 
with FNMA—even when the mortgages are the more desirable of 
those eligible for special assistance. 

We think it is quite clear that in the long run more funds would be 
available for at least some of the categories of mortgages eligible 
for special assistance of FNMA’s purchase prices and fees could be 
such that private investors would be encouraged to become familiar 
with and invest in such mortgages. Such a course would positively 
promote the establishment of their marketability. 

Mr. Chairman, my next remarks will be with regard to H. R. 12994. 
This bill would change the formula under which FNMA computes 
its annual Federal income tax equivalent applicable to the secondary 
market operations—which is paid to the Secretary of the Treasury. 

The bill would change the treatment, for purposes of the income- 
tax equivalent, of the dividends on FNMA’s preferred stock—which 
also are paid to the Secretary of the Treasury. Briefly, the formula, 
as changed, would allow treating the dividends on the preferred 
stock as operating expenses. We recommended this same amendment 
last year and it was included in H. R. 6659 as that bill passed the 
House of Representatives, but it was omitted from the bill as enacted. 
The report of your full committee on that bill set down the following 
concise statement on the amendment: 


FNMA PAYMENTS IN LiEv oF TAXES 


Section 204 would change the formula for computing the amount which 
FNMA pays to the Secretary of the Treasury, as the equivalent of Federal in- 
come taxes, with respect to its secondary market operations. FNMA is required 
to make such payments in “an amount equivalent to the amount of Federal in 
come taxes for which it would be subject if it were not exempt from such 
taxes.” It is also required to reimburse the Treasury periodically, in the form 
of interest on its obligations and dividends on its preferred stock at rates de 
termined by the Treasury, for the cost of the public funds invested by the 
Government in such securities of FNMA. 


Mr. Rarns. Mr. Baughman, that is a quote from the committee’s 
report of last year, isn’t it? 
Mr. BaucuMan. That is right. 


FNMA has demonstrated that the mandatory dividends that it is obliged to 
pay to the Treasury on its preferred stock cannot be fully earned on the pro 
ceeds of the stock under prevailing rates of interest when such dividends are 
regarded as a distribution of earnings after taxes. To resolve the nature of 
the dividends for tax purposes, your committee has provided that FNMA may 
deduct, in computing its Federal corporate income-tax equivalent, any amounts 
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paid to the Secretary of the Treasury, as a return on the Government’s invest- 
ment in FNMA securities. 

The preferred dividends paid by FNMA to the Treasury are, in effect, reim- 
bursement of costs to the Government, and they are computed in the same man- 
ner and serve the same purpose as interest. Interest is an operating expense. 
The Congress has in other like instances permitted payments to the Govern- 
ment in reimbursement of Government costs on amounts advanced for stock 
subscriptions to be treated as operating expenses. Sectiou 583 of the Internal 
Revenue Code of 1954 is in point. It especially provides that dividends paid 
on the Government-held preferred stock of national banks, State banks, and 
insurance companies, shall be allowed as deductions in the computation of the 
Federal corporate income tax. 

This amendment would have no force or effect when the Secretary 
of the Treasury no longer holds any of FNMA’s preferred stock. 

Mr. Chairman, I have concluded my presentation, and am ready to 
answer questions about FNMA. 

Mr. Corx. Urban renewal is the next subject that I take up. 

Some of the most important provisions of the administration bill 
are contained in title III, relating to the urban renewal program of 
the Federal Government. Title III of the Senate bill also deals with 
this subject. No program of our agency has received more of my 
personal time, attention, and interest than our urban-renewal func- 
tions. 

The elimination of urban slums and blight is one of the great chal- 
lenges of our time. With our rapidly growing population. and mi- 
gration to urban areas, it is especially important, also, that cities take 
timely steps to assure future growth best suited for the needs of our 
people. 

With Federal financial assistance, most of the larger cities of the 
Nation have now made urban renewal a major undertaking of local 
government. Since 1954, when a new and broader approach to urban 
renewal was taken by the Federal Government, over 300 additional 
projects in some 200 localities have been approved for Federal aid. 
Communities have already moved to clear thousands of city blocks 
of the most squalid slums. As this program has developed and we 
have acquired experience, the need for further amendatory legislation 
has become evident, if we are to carry out the long-range and tremen- 
lous job which lies ahead. 

First, there is need for sufficient statutory authorization for the pro- 
gram to continue for a period of years, so the localities will have the 
assurance of continued Federal support to properly plan and under- 
take urban renewal and related improvements. Title IIT of the ad- 
ministration bill would give this authority by making available an 
additional $1.3 billion of ¢ apital grants for the next 6 fiscal years. 

We believe this amount to be adequate and reasonable in considera- 
tion of the other demands upon the Treasury for funds and the 
volume of projects which cities can be expected to undertake. The 
Senate bill would authorize $2 billion for this purpose for the same 
period. We believe that amount is excessive and unreasonable. 

Under a major provision in the administration bill, which is not in 
the Senate bill, the Federal Government’s two-thirds share of urban 
renewal project cost would be reduced gradually on future projects 
to a one- — share. I recommend enactment of this provision. 

The reasons for this recommendation are based, of course, upon 
considet aaaaaee of the general fiscal policy of the Government and the 
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need for greater participation on the part of States and localities in 
bearing the financial burden of undert: akings having primarily local 
as well as national benefit. If essential programs such as urban re- 
newal, which require large amounts of funds, are to be continued at 
their present levels, States and communities should bear a greater 
share of the financial burden. We do not know the total ultimate 
cost of eliminating all of the slums and blight in our country, but we 
can agree it is a staggering sum and that all of the Federal funds 
that could be made available would accomplish only a part of the job 
in the immediate future. 

Local expenditures should be of equal importance to the amount 
of work completed. Unlike many other Federal aid programs, urban 
renewal projects result in direct financial benefits to communities, in 
addition to the immediate objective of the program. In addition to 
slum elimination and all of its benefits, cities receive an increased tax 
base of great and immediate financial value. 

I strongly recommend the enactment of other major proposals in 
the administration bill which were omitted from the Senate bill. 
As Mr. Steiner, the Urban Renewal Commissioner, will explain, one 
proposal would substitute authority for Federal sharing grants in 
place of the present advances for the planning of urban renewal 
projects. This would result in more initial local participation and 
less financial loss through the termination of projects which started 
without adequate local support. 

I also urge you to adopt another very desirable administration pro 
posal omitted from the Senate bill which would establish a new long- 
term loan program for nonresidential urban renewal projects. It 
would enable communities to redevelop many commercial areas for 
nonresidential purposes without capital grants. It would also make 
possible private financing backed up with a pledge of the Federal 
loan. The proposal is very desirable to reduce the pressure for using 
eapital grants for nonresidenti: 1] projects, as these grants should be 
reserved for improving housing conditions. The Senate bill adopted 
the alternative method of authorizing an increase in the percentage 
of urban renewal grant funds which can be used for nonresidential 
projects. This is an alternative which will result in Government 
joans and grants when private funds could meet the need. 

Mr. Steiner will now explain more fully the provisions IT have men 
tioned, as well as others relating to urban renewal. 

Mr. Rats. All right, Mr. Steiner. 


STATEMENT OF RICHARD L. STEINER, URBAN RENEWAL 
COMMISSIONER 


Mr. Sterner. Mr. Chairman and members of the committee, I ap- 
preciate the opportunity to present the views of the housing agency 
with regard to the urban-renewal legislation that is being considered 
by your committee today. 

The experience of the last few years has demonstrated the basic 
soundness of the urban-renewal process, and we feel that the program 
should now be placed on a continuing basis, with assurance that Fed- 
eral assistance will be available to localities in future years. At the 
same time, we feel that experience has revealed several important 
ways in which the urban-renewal processes can be improved, by 
amendment of the existing legislation. 
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These proposals are contained in the administration bill, H. R. 
11173. Some of these proposals have also been included in the bill 
reported by the Senate committee. In other respects, however, we 
believe that certain provisions in the Senate bill are unnecessary or 
very undesirable. Some would even be harmful to the effective admin- 
istration of the urban-renewal program. In a few respects, the Sen- 
ate bill omits some very important and desirable amendments that 
would improve the program. 

One of the most important matters omitted from the Senate bill is 
the proposal in section 301 of the administration bill, to provide Fed- 
eral grants to assist project planning in place of the 100 percent Fed- 
eral advances that are made under existing law. This proposal would 
cost the localities no more, but it would mean that the cost of planning 
an urban-renewal project would be shared by the locality and the Fed- 
eral Government from the beginning, instead of at the conclusion 
of the project. 

Under the present system, the Federal Government advances all 
of the money needed to meet out-of-pocket expenses during the sur- 
vey and planning period. These expenses are added to the costs of 
executing the project, and ultimately the entire amount is repaid 
from grants provided by the locality and the Federal Government. 
Under the proposed system, the Federal planning advance would be 
replaced by a direct grant to cover the Federal share of survey and 
planning costs, with the locality simultaneously providing cash or 
services to meet its share. 

The effect of this provision would be to increase local responsibility 
during the planning stage. With local funds involved in a project 
from the beginning, the locality should have greater concern for the 
elimination of waste, ineffciency, and delay. This should result in 
less Federal supervision of project planning expenditures, and en- 
able the Urban Renewal Administration to simplify procedures and 
reduce paperwork. 

In addition, we believe that the provision of local contributions in 
the planning stage would result in more careful local evaluation of 
the advisability of undertaking a project. In the past, a number of 
projects have gone into planning without the local interest and sup- 
port necessary to carry a project beyond the planning phase. As a 
result, large amounts of capital grant reservations, which are made 
at the start of planning, have been tied up by projects that were 
terminated before reaching the execution stage. In all, reservations 
totaling $88.7 million have been tied up at one time or another in this 
fashion. Out of this total, $30.4 million were tied up for more than 
5 years, and another $30.4 million were tied up for 3 to 5 years. This 
capital grant authority could have been available to other localities 
for projects that would have been carried into execution. 

If the proposed system of planning grants were adopted, the amount 
of money required from the locality during the planning stage would 
be relatively small. A one-third share of planning advances made by 
the agency in the past would have ranged from a median of $28,900 
in cities of more than 1 million population to a median of about $9,300 
in cities of less than 10,000. Under the provisions of the administra- 
tion bill, this amount would not have to be supplied in cash. The lo- 
‘al public agency could simply apply salaries and other expenses al- 
ready budgeted by the locality. 
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Now I will discuss the bill that has been reported by the Senate 
committee, and comment on the major provisions of that bill, including 
related administration proposals. 

Section 302 would provide a net increase of $2 billion in the capital 

grant authority for assistance to urban renewal projects. This 
would be provided at the rate of $350 million for each of the next 6 
years, and in addition, such new authority for any one year could be 
increased by as much as $150 million, upon a determination by the 
administrator, with the approval of the President, that the additional 
amount is necessary to carry out urban renewal objectives. It would 
be possible, therefore, for the level of new authority to result in a 
4-year program at $500 million a year instead of a 6-year program at 
$350 million a year. 

We believe that it is very important for Congress to provide at this 
time for a six-year program of annual increases in the capital grant 
authority for urban renewal. But we feel that a program of $350 
million a year would be excessive, and a program of $500 million a 
year would be clearly unreasonable, in view of the limited resources 
available to the Federal Government, and the other responsibilities 
that the Federal budget will have to meet in each of the next few 
years. We believe that the level of new authority proposed in the 
terms of the administration bill would be adequate and reasonable. 
It would assure the localities that their long-term urban renewal efforts 
will be supported by the Federal Government. 

Section 302 of the administration bill would establish a 6-year exten- 
sion of the urban-renewal program, with $1.3 billion in new authority 
becoming available in accordance with the following schedule: $200 
million in fiscal year 1959 ; $250 i in fiscal years 1960 and 1961, 
and $200 million in each of the fiscal years 1962, 1963, and 1964. Since 
more than $50 million of authority has tas carried over from fiscal 
year 1958, there would be at least $250 million available during fiscal 
year 1959. The result would be a program of $250 million in new au- 
thority for each of the next 3 years, and $200 million a year for 3 
additional years. 

As Mr. Cole mentioned, the proposal in the administration bill 
would also provide for a reduction in the Federal share of net project 
costs from two-thirds to one-half, going into effect gradually over a 
3-year period. The level of new capital-grant authority would remain 
at $250 million a year until the transition is complete. Then, starting 
in fiscal year 1962, the Federal Government would provide $200 mil- 
lion a year for the payment of up to one-half of net project costs. 
This would permit the available Federal funds to be spread over a 
larger number of projects in a larger number of cities than would be 
possible under the present sharing formula. In addition, it would 
produce greater participation and responsibility on the part of State 
and local governments. This appears to be necessary if the total job 
of urban renewal is ever to be accomplished. 

In the past year, localities have requested the Urban Renewal Ad- 
ministration to make reservations of capital-grant authority in un- 
precedented amounts. This has been due not only to normal program 
growth, but also to the concern of some localities about the future of 
the program, and to the ease with which planning activities may be 
initiated under the present system of 100 percent Federal planning 
advances. The provision of a 6-year program of new authority should 











d 


« 


at 


is 
nt 
0 
es 


eS 


he 
le. 
rts 


sn- 
ity 
AY) 
61, 
ce 
cal 
cal 
AU- 
r 3 


bill 
ect 
ra 
ain 
ing 
nil- 
sts. 
ra 
| be 
uld 
tate 


job 
Ad- 


un- 
ram 
e of 
y be 
ung 
yuld 


HOUSING ACT OF 1958 25 


eliminate fears as to the future of urban renewal. If the demand for 
capital-grant reservations continues at the level of the past year, 
however, it may be necessary to insure that the available funds are 
equitably distributed among the localities making application, by 
limiting the amount of authority that can be reserved for any one 
city In any one year. 

For the reasons I have outlined, we recommend that the provisions 
of section 302 of the administration bill be enacted instead of section 
302 of the bill reported by the Senate committee. 

Section 303 of the Senate bill and section 302 of the administration 
bill contain an amendment designed to permit the Administrator 
to write off project planning advances that have become uncollec- 
tible—usually because the project has been abandoned before planning 
was complete, and there were no project funds with which to repay 
the advance. The locality that received and spent the planning ad- 

vance would still be liable for its share of the cost, if the project 
should be revived at some later date. We recommend the adoption of 
this amendment. 

Section 304 of the Senate bill would authorize the Administrator 
to make grants to assist localities in the preparation or completion of 
long-range community renewal programs. Under this provision, a 
locality would be able to approach the problem of blight on a city- 
wide basis, and to measure its total need for urban renewal against 
its total capacity to meet that need over a period of years. 

When the relationship between needs and resources is known, a 
program of action could be developed, with priorities and schedules 
for various types of activity—including federally assisted urban- 
renewal projects. The detailed survey and planning work for indi- 
vidual projects would then be carried out under separate contracts 
with the Agency. 

We believe that this is a very desirable provision, and we recom- 
mend its adoption with one change: The provision of assistance for 
community-renewal programs should replace the assistance that is 
now provided for feasibility surveys and general neighborhood re- 
newal plans, since these comprise activities that can be encompassed by 
a community-renewal program. With this change, the provision would 
be similar to provisions in section 301 (b) of the administration bill. 

Section 305 of the Senate committee bill contains a provision to 
enable Federal agencies to purchase land in slum-clearance areas. In 
several cases, where a Federal agency or an agency of the District 
of Columbia has sought to acquire urban-renew al project land, it has 
lacked authority to agree to the conditions imposed on redevelopers 
by the urban-renewal statute. Section 305 would provide the au- 
thority for a Federal agency to accept those conditions, except that 
the agency would not be required to start construction of improve- 
ments until it has the authority and the funds to do so. We favor 
enactment of this section. 

Section 306 (a) would require the Housing Agency to provide re- 
location grants not only for families and businesses that are disp'aced 
by land : acquisition for urban-renewal projects, but also for those dis- 
placed from urban-renewal areas by land acquisition for other 
Government programs by code enforcement, and by voluntary re- 
habilitation. We are opposed to this subsection for several reasons. 
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First, it would require the Housing Agency to use urban-renewal 
funds to reimburse local public agencies for payments made to busi- 
nesses and families dislocated by a host of other Government pro- 
grams—Federal, State, and local. Each of these programs is 
administered by an agency or agencies that have their own procedures, 
standards, and statutory authorizations, which are outside the re- 
sponsibility and control of the Housing Agency. In the case of local 
programs, the procedures and timing may be outside the responsibility 
and control of any Federal agency, or of Congress itself. In any case, 
this _— frequently disrupt the timing of other project activities, 
and create additional administrative costs. Great administrative dif- 
ficulties would arise in deciding who is entitled to a payment and 
who is not, and in policing the distribution of payments generally. 

Second, there would be considerable difficulty in determining that 
a family or business is actually dislocated by code enforcement or by 
voluntary rehabilitation. For example, when the rehabilitation of 
a property is followed by an increase in rent, the occupant may decide 
to move. It would be exceedingly difficult to decide whether the oc- 
cupant was, in fact, displaced by the rehabilitation—particularly when 
the rent increase follows rehabilitation by some period of time. 

Third, and most important, the cost of the additional relocation 
payments required by this subsection would constitute a substantial 
and unjustified drain on urban renewal grant funds, which are pro- 
vided by Congress for assistance to urban renewal project activities. 
We now estimate that relocation payments totaling $12 million will 
be made in fiscal year 1959 for dislocation caused by land acquisition 
for project purposes, as required by existing law. If the Agency is also 
required to finance payments for the dislocation caused by ¢ ‘ode enforce- 
ment and voluntary rehabilitation, and for dislocation caused by all 
Government land acquisition in project areas, the cost charged to 
urban renewal funds may soon reach a rate of $22 million a yea 
It should be understood that relocation payments are borne diese 
by the Federal Government, and no local contribution is required. 

In the fourth place, the availability of relocation payments for all 
land acquisition within urban renewal project areas would create an 
incentive for the distortion of project boundaries to include the sites 
of highways, schools, or other facilities that will require the dis- 
placement of families or businesses. To the extent that such distortion 
occurs, the result would be to further increase the financial burden 
charged against the funds provided for urban renewal. The pro- 
vision of relocation payments should not be a means of subsidizing the 
operations of State highway departments or local school boards with 
urban renewal funds. 

Section 306 (b), while commendable in purpose, would be highly 
undesirable in practical application. This subsection would require 
the Administrator to make certain, to the extent that it determined by 
a local governing body to be practical and desirable, that a business 
displaced from an urban renewal area would have a priority to pur- 
chase or lease any new commercial or industrial facilities that may 
be constructed in the area. 

We believe that an attempt to place such an arbitrary restriction on 
the occupancy of structures that are built in a redevelopment area 
could seriously threaten the economic soundness and feasibility of a 
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project. Section 110 (c) of title I of the Housing Act of 1949, as 
amended, specifically omits the construction or improvement of build- 
ings from urban renewal project activities. 

Consequently, the only way to enforce the proposed subsection would 
be through the adoption of restrictive conditions on the sale of land to 
redevelopers. Such conditions would make the land considerably less 
desirable to prospective purchasers, thus limiting competition for the 
land and reducing the proceeds that are obtained from disposition. 
This would increase the cost of the project, not only to the Federal 
Government, but also to the locality. 

In the second place, it is doubtful whether the proposed subsection 
would in fact provide any real assistance to the businesses it is in- 
tended to help. Normally, when a business is dislocated from a project 
area, it must relocate immediately in order to stay in operation, where- 
as the new facilities may not be ready for occupancy for several years. 
Even then there is no assurance that the new facilities will be of the 
type needed by, or suitable to the displaced business. It seems to us 
that the most effective and practical way to assist a displaced business 
is through use of the immediate aids that are available under the 
present law, including relocation services, real estate placement advice, 
and relocation payments of up to $2,500, 

Finally, this subsection would require the Administrator to assume 
responsibility for a determination that should be made entirely within 
the framework of State or local law. Conditions will vary in each 
case, and the imposition of a Federal determination would unnecessar- 
ily extend the burden of Federal requirements and procedures into 
anew field of local activity. 

Section 307 of the Senate bill would simplify the requirements for 
an urban-renewal plan, which must be acted upon by the local govern- 
ing body and submitted to the Urban Renewal Administration before 
the execution of a project begins. We believe this provision would 
help to accelerate the urban-renewal process, by making it poSsible 
for projects to enter execution at an earlier date. We would prefer, 
however, to substitute the language proposed in section 304 of the ad- 
ministration bill. 

Section 308 would amend an existing provision relating to project 
areas that are not predominantly residential either before or after 
redevelopment. It would increase from 10 to 15 percent the portion 
of the urban renewal capital grant authority that may be devoted to 
the renewal of such nonresidential areas, and remove the requirement 
that a substantial amount of blighted housing must be eliminated in 
each case. (It has been administratively determined under existing 
law that a substantial amount of housing means at least 20 percent of 
the project area. ) 

We are strongly opposed to this section of the Senate bill, because 
it would drain capital grant funds away from projects designed to 
meet housing needs. The proposed 15-percent exception would apply 
to the aggregate of all funds that will have been authorized for rede- 
velopment and urban renewal since the passage of the Housing Act 
of 1949. Since most of the existing authority has been obligated, the 
effect would be to make somewhat more than 15 percent of any new 
authority provided under the bill available for nonresidential projects. 

Furthermore, the existing 10 percent exception provides for projects 
that eliminate at least a substantial amount of residential blight. This 
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provision should not be distorted to provide capital grant funds for 
projects that are designed solely for the renewal of commercial and 
industrial areas, for a nonresidential reuse. We recognize the de- 
sirability of Federal assistance in efforts to cope with commercial! and 
industrial blight, but we do not believe that the use of capital grant 
funds is justified for this purpose. 

As an alternative, we strongly recommend the new ty pe of urban 
renewal projects that would be authorized under section 305 of the 
administration bill. These projects would be eligible for most of the 

same assistance as normal, housing-related projects, except that the 
usual capital grant would be replaced by a refunding loan, to help 
the locality amortize net project costs over a period of up to 10 years 

The total amount of refunding loans outstanding at any one time ¢ ould 
be $150 million, which would be available under the existing urban 
renewal borrowing authority. In addition, planning funds would 
be available for such projects, and the usual temporary loans would 
‘rovide the working capital with which to carry out project activities. 

“Ve believe that this system would enable cities to undertake urban 
-enewal action in many obsolete or deteriorated commercial and in- 
dustrial areas, including central business districts, without resulting 
in a drain on the capital grant funds that should be reserved for urban 
renewal activities that have a direct housing relationship. 

This completes my statement. I shall be glad to attempt to answer 
any questions the committee may have. 

Mr. Chairman, we would like at this time to propose another change 
in the existing law which is not in either the administration bill or the 
bill reported by the Senate committee. 

With your permission, I would like to insert amendatory language 
in the record at this point and read a short statement explaining the 
need for this provision. 

Mr. Rarns. Very well. 

(The proposed amendment is as follows :) 


PROPOSED AMENDMENT TO ELIMINATE STATE LIMITATION ON TITLE I 
LOAN FUNDS 


Sec. —. Section 106 (e) is further amended by striking out all before the 
proviso and inserting in lieu thereof the following: “Not more than 1214 per 
centum of the grant funds provided for in this title shall be expended in any 
one State:”. 

Mr. Sterner. This proposal would eliminate the provision in exist- 
ing law that not more than 121% percent of the total title I loan au- 
thority may be obligated in any one State, but would not alter the 
State limit on capital grant authority. The loan limitation has be- 
come unrealistic and unnecessary, and unless it is removed at this 
time, it may sharply limit the amount of urban renewal activity that 
can be undertaken in one or more jurisdictions during fise al 1959. 
In these jurisdictions, the total commitment of title I loan authority 
is rapidly approaching the 1214-percent limit. If the limit should 
be reached, no additional loans could be contracted for until the out- 
standing obligations have been reduced by a sufficient amount. 

This would be in spite of the fact that a State may still be well 
within the statutory limitation on capital grant funds. The law 
establishes the same basic limit of 1214 percent for grant funds that 
may be spent in any one State, but this limit may be exceeded by up 
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to $100 million for States where more than two-thirds of the maxi- 
mum permitted under the percentage limit has been committed. 

In addition, the effective dollar limit on capital grant funds for 
any State has risen every time the total amount of ‘apital grant au- 
thority in title I has been increased by Congress. By contrast, the 
total amount of loan authority has remained unchanged since 1949 
at $1 billion. This means that the dollar limit on loans for any State 
has been outdistanced by the limit on grant funds. 

It is the limit on grant funds that ultimately controls the operation 
of the urban renewal program. The loan authority is of a revolving 
character and may be used again after loans are repaid, while the 
grant authority represents expenditures in support of the urban re- 
newal effort. 

Furthermore, capital grant reservations are made for projects at 
the start of the survey and planning stage, while the amount of loan 
funds that may be needed to execute a project cannot be estimated 
until planning has been completed. If a State reaches the limit on 
loan funds before the limit on grant funds is reached, it means that 
projects carrying capital grant reservations that are within the limit, 
and for which Federal approval has been outstanding for several 
years, could be seriously delayed from going into execution solely be- 
cause of the limit on loan authority. 

Our proposal would prevent this situation. It would not alter the 
State limit on capital grant authority, which is the effective and 
appropriate control on the operation of the program. 

Mr. Cote. Now we come to low-rent housing. 

Provisions relating to federally aided low-rent housing are con- 
tained in title IV of both the administration bill and of the Senate bill. 

Mr. Slusser, the Public es Commissioner, is prepared to dis- 
cuss these provisions fully. I do, however, wish in my testimony to 
make it clear why I most emphatically ree ommend that the adminis- 
tration provisions be enacted instead of those in the Senate bill. 

One of the provisions of the administration bill would extend the 
time limits which the law now places on the authority of the Public 
Housing Administration to enter into annual-contribution contracts 
to assist locally owned low-rent housing. This authority with re- 
spect to 35,000 units will expire at the end of this month unless ex- 
tended. The remaining authority, covering 35,000 additional units, 
will expire on July 1, 1959, unless extended. The administration bill 
would postpone each of these 2 termination dates by 1 year. Less than 
10,000 of the 70,000 authorized units have been contracted for, al- 
though another 10,000 or more may be contracted for by the end of 
this month. ‘Thus, this amendment would have the effect of keeping 
alive the bulk of the original authorization. 

This backlog of authorization is clearly ample to meet current de- 
mands, so that. no purpose would be served by author izing yet another 
35,000 units to be placed under contract, as provided in the Senate bill. 
My conclusion is strongly reinforced by the fact that there are already 
outstanding Federal-aid contracts for over 70,000 low-rent dwelling 
units which have not yet been started. The proposed extension of time 
would not only provide adequate authority for continuing the pro- 
gram, but would also be helpful to local communities attempting to 
perfect new approaches in the field of low-rent housing, which Mr. 
Slusser will describe. 
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The Senate bill, in addition to authorizing an untimely and un- 
needed increase in the low-rent housing authorization, would have sev- 
eral extremely undesirable effects on the program. I believe that it is 
no exaggeration at all to state that the program could be wrecked by 
abuses which might easily result from the enactment of the title. 

A number of the provisions would have the cumulative effect of 
opening both existing and new public housing to occupancy by middle- 
income families. Exemptions and deductions from income and the 
elimination of longstanding statutory safeguards would make middle- 
income families clearly eligible for occupancy. New sales provisions 
would transfer only the semblance of ownership, and would leave 
middle-income families in possession of units which were intended 
for low-income families. Changes in eligibility for continued occu- 
pancy would further encourage this result by removing any real in- 
centive for overincome f: amilies to actively seek private housing which 
they can afford and make room in subsidized public housing for low- 
income families which would otherwise be forced to live in the 
slums. 

These substantive provisions would make it possible for local public 
housing agencies to change the underlying purpose of the Federal-aid 
program. While most of the local agencies would have no such inten- 
tion, occasions are bound to occur in some localities — the entire 
purpose of the Federal progran would be distorted as a result either 
of inexperience or of lack of syimpathy with the nae lying intent of 
the Federal law. 

It must be borne in mind, too, that the local public housing agencies 
are virtually independent of any control by locally elected officials. 
Under other provisions of the bill. Federal officials would be re slegated 
to stand by helplessly, unable to carry out their basic responsibility 
to see to it that a program which is financed almost entirely with Fed- 
eral funds is carried out in accordance with the intent of the C ongress. 
One such provision would make the local public housing agencies the 
sole judges of their own compliance with Federal law in the absence, 
and I quote, “of fraud or of evidence of gross waste or extrav: igance. : 

Finally, the title contains ac ompletely unjustified amendment which 
would make express prov ision for Federal annual contributions for 
low-rent housing in exe ess of the amounts which are actually needed 
to achieve rentals which low-income families can afiord. Some of the 
excess Federal contributions would be used to accelerate the amortiz 
tion of project debt, but one-third of the excess would be euil able as a 
windfall to the loc al pub lic-housing agencies which they could use for 
ere tive expenses, such as travel or the purchase of automobiles, 

r for any other purpose connected with low-rent housing activities. 
It has been expressly stated by the proponents of this change that 
the possibility of receiving the excess payment would encourage both 
higher rentals and economies in operation. The encouragement of 
higher rentals would, of course, further tend to convert the federally 
aided low-rent housing program into a middle-income housing pro- 
gram, competitive with private ownership. The second argument, in 
effect, states that local officials should be given a special incentive to 
do what is already their sworn duty. 

I believe that close scrutiny of title [TV of the Senate bill and care- 
ful consideration of the detailed testimony of Mr. Slusser will fully 
bear out my strong position on these low-rent housing provisions. 








HOUSING ACT OF 1958 31 
Mr. Rarns. You may proceed, Mr. Slusser. 


STATEMENT OF CHARLES E. SLUSSER, PUBLIC HOUSING 
COMMISSIONER 


Mr. Stusser. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity to present the views of the housing agency on 
the legislation relating to low-rent housing which is being or may be 
considered by your committeee. 

The agency recommends the enactment of the three provisions in 
H. R. 11173, the administration bill, affecting the low-rent housing 
program. ‘These provisions will (1) extend the 1956 authorization 
for additional low-rent housing; (2) provide safeguards against the 
program extending into the middle-; income field and protect the pro- 
gram against insolvenc y by curtailing the exemptions now provided 
for in the act for determining eligibility for occupancy and rental 
purposes; and (3) broaden the authority of the agency to dispose 
of federally owned low-rent projects. 

As of June 15, 1958, there are outstanding annual-contributions 
contracts for approximately 72,836 dwelling units which have not 
progressed to the point where construction has started. Of the 70,000 
units of low-rent housing authorized by the Housing Act of 1956, 
only 8,815 units have been placed under annual-contributions contract 
as of June 15,1958. It is anticipated that an additional 11,000 units 
may be placed under contract by July 31 of this year. 

Obviously, the outstanding annual-contributions contracts, together 
with the remainder of the authorization for new contracts contained 
in the 1956 act (if extended), will serve all demands on the program 
for the next 2 fiscal years. Therefore, it is the recommendation of 
the agency that the 1956 authorizations be extended for 1 year. This 
extension would make the authorization for approximately 15,000 
units, which will expire on July 31 of this year, available until July 

, 1959, and the authorization <a the unused portion of the 35,000 
units, which will expire on July 1, 1959, available until July 1, 1960. 

It is our considered opinion th at any authorization in excess of this 
will constitute a nullity insofar as the production of new low-rent 
housing is concerned in the next 2 fiscal years. 

There are a number of causes for this lag in contracting activity. 
Some are one-time problems occasioned by particular cire tumstances 
in an individual community. However, the basic underlying cause 
appears to be the failure of the community to seek new housing. 
Local governments, no doubt concerned with the more pressing prob- 
lems of schools, the rehabilitation and enlargement of water, sewer, 
and other public facilities and similar problems, have not been press- 
ing their local authorities to undertake new housing, and the local 
authorities have simply not moved forward in the development of 
needed housing. 

One of the major causes for the present difficulties arises from a 
combination of site and cost problems. It has become the policy of 
a large number of local governments to insist that low-rent projects 
be located on slum sites. The cost of these sites is substantially over 
that which a private builder could afford. The per-unit land cost 
for row-house or garden-type construction in high-cost slum areas 
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could average between $8,000 and $10,000. Even where projects are 
of high-rise construction, the per-unit land cost of slum sites will 
run between $3,000 and $5,000. 

In these same localities, the city and its local authority oppose high- 
rise buildings and insist on project construction of a row-house or 
similar character. The position of the communities on this issue is 
not without merit. They urge that multistoried structures add to the 
already existing concentration and the many problems inherent there- 
to. In some cases, such as Philadelphia and Baltimore, where row 
housing predominates, the high-rise structure is not compatible with 
the general character of the city. 

Obviously, this type of structure does not provide the most desir- 
able housing for large families and particularly children. However, 
the combination of slum land and low-rise structures results in costs 
which are difficult to defend as the price of providing public subsi- 
dized housing. 

The agency has experienced year by year the increases in construc- 
tion costs which have occurred since World War II. Our experience 
closely follows that of private builders. 

The cost situation culminated with the total dwelling-unit cost for 
several projects exceeding $17,000 per unit. These circumstances made 
necessary the est ablishment of a ceiling. This ceiling was fixed at 
$17,000 for total dwelling-unit cost. This action was taken because 
private builders are able to provide housing even in the high-cost areas 
within this figure. We fully appreciate that where slum sites are used, 
a substantial portion of the cost may be considered as the cost of 
slum clearance, which is an important objective of the act. This 
consideration was primary in our reaching the $17,000 ceiling. In its 
absence, the maximum approvable figure would be much lower. The 
$17,000 figure is approved only in high-cost areas and for projects 
located on slum sites. 

This action was taken with recognition that the specific statutory 
cost limits do not run to total dwelling-unit cost but are established as 
maximum for room cost, exclusive of the cost of land, demolition, and 
nondwelling facilities. However, the act also contains other provi- 
sions relating to development costs. One of these requires that econ- 
omy be promoted in the construction of projects. Another strictly 
limits Federal subsidies. The $17,000 ceiling was established in the 
light of these statutory provisions and on the basis of sound business 
policy. 

The insistence of the community on expensive slum sites and row 
houses or low-rise structures, which cannot absorb the land cost, has 
created conditions in many large urban areas which preclude the 
development of low-rent projects at a cost within the $17,000 ceiling. 

The Agency has not been idle in its efforts to solve this problem. 
A demonstration project of 20 dwellings has been developed in Ce- 
dartown, Ga., a community with a population of approximately 13,- 
000. The units in this project are single-family dwellings and du- 
plexes, located on individual lots scattered through appropriated 
neighbors. 

The Cedartown demonstration has made possible many improve- 
ments to the program. These include (1) savings in land costs, in that 
local authorities will not be forced to acquire expensive parcels as is 
necessary when contiguous lots must be assembled; (2) savings in 
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construction costs through opening the field to small local contrac- 
tors, the use of prefabrication, and the utilization of local labor ; 
(3) savings in management costs by obtaining increased tenant main- 
tenance; (4) stimulation of small business enterprise through par- 
ticipation of the small contractors; and (5) elimination of the in- 
stitutional character of projects and the isolation of the tenants. 

At Montgomery, Ala., the Agency assisted the local authority in 
the acquisition of an existing apartment building which was con- 
verted to low-rent use. The building had been insured by the Fed- 
eral Housing Administration and was in economic distress. The 
cost of this project, including the cost of necessary changes to nent 
the structure for low-rent use, was approximately $4,773 per dw 
ing, as against an estimated cost for constructing a new project of 
$12 3 000 per dw elling. 

At Phil: \delphia, Pa., the Agency and the local authority are now 
engaged in perfecting plans for a low-rent project along these lines: 
Instead of construc ting new dwellings, the local authority, with Fed- 
eral financial assistance, will acquire individual existing row houses 
which, after repair or rehabilitation, will be used to pr ovide housing 
for low-income families. These units will be located in an area which 
has been designated by the city as a conservation area; that is, an 
area where the housing, although suffering from some dicen ‘lation, 

can be saved for long continued use through action by the owners and 
pursuant to the police power of the city. 

Properties to be acquired will be scattered over the area. Acquisi- 
tion will be through voluntary sale by the owners. Current estimates 
indicate that the per-unit cost of this project, including acquisition 
price and the cost of repairs, will approximate $10,000. This is 
particularly significant, inasmuch as new row houses cannot be devel- 
oped on slum sites for low-rent use in Philadelphia at a cost within 
the $17,000 limitation. 

The Cedartown plan will solve many problems in the program for 
small and medium-sized communities. A variation of this plan 
through the substitution of small apartment buildings on scattered 
sites for the type of structures used at Cedartown will materially aid 
in costs in larger cities. 

The Montgomery and Philadelphia plans may help provide the 
answer for the difficulties encountered in the large urban areas. In 
addition to the cost savings possible, these plans will permit the com- 
munity to obtain low-rent housing which conforms to the general 
character of the city. Both plans will contribute substanti: ally to 
efforts which are being made in many urban areas to conserve existing 
housing properties from depreciation and decay. While neither plan 
will produce new housing, they will prolong the useful life of existing 
housing and remove economically derelict properties from the m: arket 
and thus stimulate private real estate and construction enterprises. 

Section 401 of H. R. 1173 would place a ceiling of $600 per fam- 
ily on the total exemptions for secondary wage earners and eliminate 
the $100 exemption for the dependent spouse of the head of the 
family. The Housing Act of 1957 authorized cumulative exemptions 
for both eligibility and rent- fixing purposes of $600 of the income of 
each member of the tenant family other than the principal wage 

parner. 
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Obviously, this could lead to the occupancy of low-rent projects 
by families who are fully able to provide themselves with adequate 
housing without public assistance. The $100 exemption for the spouse 
of the head of the family (also authorized by the Housing Act of 
1957) could occasion a $20 reduction in annual rental for a ‘Mnajority 
of the approximately 450,000 units in the program. This loss of 
rental will cause an unwarranted corresponding increase in Federal 
subsidies and could make insolvent individual projects which are now 
receiving maximum subsidy. 

Mr. Rarns. Mr. Slusser, if I may interrupt you, I will ask Mr. 
Barrett to preside. I have 30 Alabama mayors for lunch today. I 
will be back at 2 o’clock for the questioning. Mr. Barrett will now 
take over. Of course, all of the witnesses will be back at 2 for ques- 
tioning. 

Mr. Corr. Yes. 

Mr. Barrert (presiding). You may proceed. 

Mr. Stusser. The remaining section of H. R. 11173 dealing with 
low-rent housing would authorize the Agency to dispose of federally 
owned low-rent projects on the private market. The present law 
directs the Agency to divest itself of these projects. However, it per- 
mits sales only to local authorities. Forty-five PWA projects have 
been sold to jocal authorities. Of the 5 remaining projects, 2 are 
leased to local authorities and negotiations for their sale are under 
way. In 2 cases, there are no local authorities, and in 1 case the local 
government will not approve conveyance of the project to its local 
authority. The authorization to dispose of projects on the private 
market would be in addition to the authority to make conveyance to 
local authorities for low-rent use. If enacted, it will be utilized only 
in those cases where it remains clear that conveyance to a local au- 
thority cannot be accomplished. 

Various other legislative proposals affecting the low-rent housing 
program have been made. We deem it advisable to comment on some 
of these proposals, particularly the provisions of title IV of S. 4035, 
the housing bill recently reported by the Senate Committee on Bank- 
ing and Currency. 

The Housing Agence ‘vy strongly recommends against the enactment 
of these provisions. Our reasons for this recommendation are as 
follows: 

. The proposed law would substantially increase Federal cost with- 
out ostensible benefit ; 

2. It would prevent the Federal agencies having jurisdiction from 
performing responsibilities which are necessary to assure accomplish- 
ment of the objectives of the program: and 

3. It would extend the program into the field of subsidizing housing 
for middle-income families. 

Before increasing the Federal costs of the program, the Congress 
may wish to review conditions now existing in that area. The concept 
of the original Federal enabling law was that costs and other responsi- 
bilities be substantially shared between Federal and local govern- 
ments. Subsequent to the date of the enactment of the original law, 
amendments have been made which either increased Federal costs or 
decreased local contributions. This has reached the point where the 
only cash contribution being made locally is the rent paid by the low- 
income tenant families. 
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The cost situation becomes more anomalous when viewed in the light 
of the provisions of the Senate bill which would divest the Federal 
Government of all authority over not only Federal expenditures in 
the program but also with respect to eligibility of tenants and other 
matters which are determinative of whether such expenditures accom- 
plish the objectives of the program or serve any public purpose. 

Local housing authorities are dedicated to their objectives. How- 
ever, they are not subject to supervision or budget control by either 
State or local officials. They do not have the power to levy and col- 
lect. taxes and have no assets other than housing projects made possi- 
ble by the Federal Government (and in a few cases by the city or 
State government) and the incomes from such projects. By law 
neither the city, county, State, nor any political subdivision thereof 
is responsible for their debts and obligations The Agency would 
endorse local autonomy in the program if it were tied to local re- 
sponsibility and accountability, This foaled be accomplished, for 
example, if the local governme nt were required to make a substantial 
financial investment in the program and accept supervisory responsi- 
bility. However, autonomy without responsibility and accountability 

can only produce chaos. 

Of even more serious import are the provisions in the Senate bill 
which would authorize the subsidizing of housing for families whose 
incomes are sufficient to provide them with adequate shelter without 
public assistance. These provisions jeopardize both the legal and 
social justifications for the program. Also, any such program would 
be an unwarranted invasion into the province which has been properly 
reserved to private enterprise. 

Comments on specific pertinent provisions in title [IV of the Senate 
bill follow: 

Section 401 would establish a policy of promoting smaller projects 
in appropriate and protected neighborhoods designed for occupancy 
by large and elderly families. These are admirable objectives and, 
in fact, are now and have been for a number of years a basic part 
of the Agency’s policy. However, an expression of these policies 
in the act would be self- defeating unless the capital costs of the 
program are to be entirely disregarded. It may be anticipated that 
any such policy st atement will be utilized as a vehicle to override 
the Agency’s policy y that the total cost of a dwelling unit not exceed 
$17,000. If it is the will of the Congress that low-rent housing be 
developed at costs which exceed the cost at which private housing 
is being developed, it is the recommendation of the Agency that the 
matter not. be left to interpretation of a broad policy statement but 
be covered by explicit provision in the act. 

The proposed policy would also authorize the local authorities to 
provide social and recreational guidance as a part of its housing 
operations. If this statement is inserted in the act, the low-rent 
housing program will include a full-fledged local welfare program at 
Federal cost. 

Whether this in a function of public housing is highly questionable. 
Commenting upon this matter in a recent report of audit of a local 
authority, the Comptroller General said, 

We believe that such functions as providing community social services * * * 
are responsibilities of local agencies and should not be subsidized by Federal 
contributions under the low-rent housing program. 
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It is urged that if Federal subsidy of local welfare operations is 
desirable, it be done not as a part of the public housing program 
through local authorities, but by the Federal agency responsible for 
welfare matters and through State and local agencies responsible in 
welfare field. 

Section 402 would vest in the local authorities complete and un- 
equivocal power to fix income limits, rents, and exemptions and deduc- 
tions for both eligibility and rent-fixing purposes. It contains a 
formula, apparently designed to safeguard the public purpose of the 
program, which provides that no family shall be eligible for admission 
(to a low-rent project) whose net annual income, less exemptions, 
exceeds 5 times the lowest rental, less 20 percent, at which private 
enterprise is providing in the locality a substantial supply of decent, 
safe, and sanitary housing. This formula is dependent upon there 
being a “substantial supply of decent, safe, and sanitary” private 
housing available in the community. 

In its absence, the formula fails. If the only substantial supply 
of available private housing is of the “gold coast” type renting for 
$300 a month, the formula would legally permit occupancy of low- 
rent housing by families whose incomes, less exemptions and deduc- 
tions, were as high as $14,400 per year. 

Proponents of the legislation may defend these obvious f: ital defec ts 
in the so-called control provision by comparing it to the “gap” pro- 
vision in the present law, which is ‘subject to similar technical criti- 

cism. However, the “gap” provision is a secondary control and occu- 
pancy of low-rent projects by low-income families is assured under 
the existing law by the authority vested in the administering Federal 
agency to approve income limits. This authority would be destroyed 
by eer 

The bill would vest in PHA the authority to approve findings as 
to prevailing private rentals under the formula. However, this would 
not protect the public purpose of the program, as both income limits 
and rents would be controlled under the local authority’s unlimited 
power to fix exemptions and deductions. 

An example of what could happen under the exemptions specifically 
enumerated in the bill follows: When applied to a family of 4 ina 
program with admission limits of $3,800 per annum and continued 
occupancy limits of $4,750 per annum, the exemptions for secondary 
wage earners would permit admission to the projects of familities hav- 
ing a gross income of $5,000 per year and permit continued occupancy 
by families with a total income of $5 950 per annum if, in addition 
to the head of the family, 2 members are wage earners. 

If a member of the family is receiving veteran’s disability com- 
pensation of $3,000 per annum, the family income for admission would 
be increased to $8,000 per annum and for continued occupancy to 
$8,950 per annum. If the 2 secondary wage earners are minors earn- 
ing the modest sum of $2,500 per annum each, the family could have 
for continued oce upancy purposes an income of $12,750 per year. 

If these exemptions are available to a normal sized family of 4, the 
possibilities when applied to families of 6, 8, or 10 would be astounding. 
These examples are not frequently encountered. However, if the 
safeguards are removed, the exception may very well become the rule. 

Section 403 would grant a “windfall” to the local authorities in the 
form of one-third of the net income from the projects. This proposed 
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gift of public moneys, on the basis of the present program, will increase 
Federal costs in an amount approximating $8 million per annum. 

Local authorities are public bodies, bound by law and duty to con- 
duct efficient and economical operations without reward other than the 
normal perquisites and emoluments. If the proposal is deemed neces- 
sary to assure efficient and economical operation on the part of the 
local authorities, it is a refutation of those principles of the bill which 
would remove all Federal supervision from the program. 

This section also provides for fixed payments of annual contribu- 
tions. This provision has been defended on the grounds that it would 
actually save the Federal Government money. The fact is that the 

roposed fixed-payment system would cost the Government not less, 
Dut definitely more, than the system now in use. 

Under this proposal the residual receipts available to a local housing 
authority after receiving the fixed annual contribution would be used 
two-thirds for the reduction of capital debt to accelerate amortization, 
and one-third to be retained by the local housing authority for low-rent 
housing use. 

To show how the Federal Government would save money, an exam- 
ple has been used of a local authority which had an annual contribu- 
tions contract for $100,000 and residual receipts in the amount of 
$10,000. Under the present law, the $10,000 would be applied to the 
current debt service payment, thereby reducing the Federal annual 
contribution to $90,000. Under the bill, $6,700 of the residual ree eipts 
would be used for additional amortization of the local authority debt, 
and the other $3,300 would go to the local authority. 

It is then reasoned that annual contributions would be increased by 
$10,000 a year for 40 years for a loss of $400,000 to the Federal Gov- 
ernment; but, on the other hand, the payment of $6,700 toward advance 
amortization would result in paying off the loan in 35 years rather 
than 40 years, so that the Federal savings would be $500, 000, since 
annual contr ibutions would have to be made for only 35 years. 

Therefore, it is argued, there would be a net saving of $100,000 to 
the Federal Government. (This example is given on page 10862 of 
the Congressional Record for June 23, 1958. How ever, the additional 
annual payment of $10,000 would actually be made for 35 years, not 
40, and the Federal savings would be $450,000 (5 times $90,000), not 
$500,000. The comparison was probably intended to show the differ- 
ence between $100,000 paid for 35 years and $90,000 paid for 40 vears.) 

The flaw in the above reasoning is that it seeks to take credit for 
the interest savings to the local authority due to the shortened amor- 
tization period, but fails to take into account the additional interest 
cost to the Government on the advanced payment of annual contri- 
butions. Obviously, so long as there is a substantial national debt 
outstanding, the Government has to pay interest on any funds which it 
applies to subsidy payments. 

Also, the earlier the payment is made by the Federal Government, 
the greater will be the interest costs. 

If the present worth of the annual contributions payments is calcu- 
lated at the average interest rate of all marketable obligations of the 
Government outstanding at the present time—or about 25 percent, 
compounded annually—it will be found that the fixed annual contribu- 
tion method costs not $100,000 less than the present system, but about 
$60,000 more. 
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if we t take the most recent rate paid by the Government on 40-year 
25 percent—the calculation works out to show that the fixed 
aban would cost about $75,000 more. If applied to the present pro- 
gram, which involves annual contributions of approximately $100 
million, the fixed payment plan would inc rease Federal costs over the 
life of the program by from $60 million to $75 million. The increase 
would be in addition to the annual “windf: ll” of $8 million which is 
to be given to the local authorities. 

Section 403 also would vest control in the local authorities over 
all costs of the program, notwithstanding that these costs are under- 
written by the Federal Government. The specific language would 
make the annual certification of the local authority that it had com- 
plied with the act binding on all officers of the Federal Government, 
cluding the Comptroller General, in the absence of fraud or gross 
waste or extravagance. 

By its terms, the law would sanction the waste of Federal moneys 
if it did not amount to gross waste or extravagance or did not involve 
penal violation. We suggest that the committee carefully consider 
the comments of the Comptroller General on this proposal. 

Section 405 would authorize the sale of low-rent housing units to 
tenants who are no longer eligible for occupancy in public housing. 
The Agency favors the principle of effecting sales of units to over- 
income tenants where the alternative is to return the family to the 
slums. 

However, the plan in the Senate bill would not accomplish home- 
ownership. A typical operation would be as follows: The purchaser 
of a unit valued at $10,000 during the first 5 years of his purchase 
contract would be required to make payments of approximately $32 
per month for local authority service charges, approximately $20 per 
month for taxes, $25 per month for interest, and approximately $4 
as principal payments, or a total of approximately $81 per month. 

At the end of this period he would have paid approximately $4,860 
toward the purchase of a home. However, his equity would be only 
$250. During the next 5-year period his monthly payments would 
approximate $85. At the end of this period, after paying approx- 
imately $9,960 toward the purchase of a home, he would have an 
equity of only $750. 

Similarly, through the third 5-year period during which he would 
make monthly payments of approximately $89 and complete total 
payments of approximately $15,300, his equity would increase to only 
$1,500. The amount for service charges used in this example is based 
on current prevailing average management costs in the low-rent pro- 
gram. The interest is based on a figure of 3 percent per annum. 

The payments made by ee purchaser would be sufficient to obtain 
a home under the FHA or private financing. However, under the 
plan proposed by the bill, ‘the purchaser would never gain an equity 
exceeding the normal depreciation of the property. 

What appears to be an innocuous eat designed to remove 
a technical barrier to the sales plan would, in fact, nullify the so- 
called Hiestand amendment. This seaenniani (contained in sec. 
10 (L) of the United States Housing Act) authorizes the local gov- 
erning body or citizenry of a community to terminate a no longer 
desired low-rent project. Basic to its operation is the necessity of 
obtaining from the sale of the project an amount sufficient to retire 
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all outstanding indebtedness. The Senate bill would make any such 
sale subject to the outstanding tenant purchase contracts. Certainly, 
no investor would pay full value for a project which would be en- 
cumbered with these long-term, low-interest-bearing contracts. 

This section also would permit overincome tenants who do not wish 
to purchase units to continue in occupancy in low-rent projects if 
suitable housing, as determined by the local authority, is not available 
in the community. Certainly, this will abate, if not destroy, the mo- 
tives of tenants who are admitted to low-rent housing projects to 
shoulder the burdens of providing housing for themselves. It also 
will authorize a program of subsidizing the rent of middle-income 
families and must jeopardize the public purpose and legality of the 
program. 

Section 406 would require the amendment of all existing assistance 
contracts to the detriment of the Government. 

Section 407 would eliminate the local contribution on any portion 
of an urban renewal project used for low-rent housing purposes. 
This will require the Federal Government to make a triple contribu- 
tion to low-rent projects located on urban renewal sites. 

First, the Urban Renewal Administration would make its usual 
two-thirds grant to the portion of the site utilized for low-rent pur- 
poses. Second, the Urban Renewal Administration would also be 

required to absorb the local government’s one-third contribution for 
similar purposes. Third, the PHA, through annual contributions, 
would underwrite the cost of the construction of the project. 

There would be no out-of-pocket contribution on the part of the 
local government. 

It is contended that under present law, the one-third local contribu- 
tion to the urban renewal project and the tax exemption of the low- 
rent project impose a double subsidy on the local government where 
low-rent housing is located on an urban-renewal site. This argument 
fails because, as the New York Court of Appeals recently held, the 
contribution to the urban-renewal project relates only to urban re- 
newal purposes such as the clearing of slums and does not constitute 
a subsidy to a subsequent user of the site. 

Also, the locality makes the one-third contribution on land used 
for other tax-exempt purposes. Portions of urban renewal sites are 
devoted to parks, playgrounds, police and fire stations, public build- 
ings, and other local public facilities. Where such facilities are de- 
veloped in areas other than on the sites of urban-renewal projects, 
the local government must bear the entire cost. These facilities are 
tax exempt and, in most cases, do not produce offsetting payments in 
lieu of taxes, as does public housing. 

The Agency also opposes enactment of H. R. 12091, H. R. 12442, 
and H. R. 12717. 

The first of these proposed laws would require local authorities to 
make payments (in addition to payments in leu of taxes) to the local 
government for sewer services, street lighting, and similar services, 
notwithstanding that the local government by valid contract. has 
agreed to furnish these services to the low-rent projects and the 
tenants without cost or charge other than payments in lieu of taxes. 
These service payments would result in a comparable increase in 
Federal subsidy. 
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Low-rent projects are owned and operated by local authorities. 
They are occupied by low-income families of the community, and 
local slums are cleared or eliminated as part of their development. 
It may, therefore, be said that in servicing its low-rent projects the 
local government is assisting in the solution of its own problems. 

Local authorities make annual payments in lieu of taxes to their 
local governments in an amount equal to 10 percent of the shelter rent 
of the projects. These payments in most cases will exceed the tax 
revenues received by the local government from the slums cleared in 
the development of the project. The elimination of slums and the re- 
housing of low-income families in decent, safe, and sanitary housing 
also results in sav ings to the local government in police, fire protection, 
and health costs. 

In recognizing the local character of the low-rent program, the 
original Federal enabling act made Federal financial assistance con- 
tingent upon the local governing body agreeing to provide coopera- 
tion in connection with the project. Similarly, ‘the State legislatures 
recognized this need and enacted housing cooperation laws which 
authorized local governments to assist their low-rent projects through 
the making of various grants and aids, including the rendering of 
public services to the projects and the tenants without cost or charge. 

The agreements between the local authorities and the local govern- 
ments which would be abrogated by the proposed bill were made in 
the light of these Federal and local laws. 

These agreements are presently outstanding in connection with 
approximately 233,000 dwelling units. Hence, the assumption of 
responsibilty for these service charges will have a substantial impact 
on the financial burden of the program. We are unable to monetize 
this impact at this time, as a number of local governments do not 
make charges for public services. 

However, the t endency in municipal government is to turn to service 
charges as a means of obtaining needed revenue. 

Federal subsidies to the low-rent program have increased substan- 
tially in recent years. One reason for this increase has been amend- 
ments to the Federal law which either reduced project income or in- 
creased Federal obligation. We feel duty bound to advise you that 
further increase in Federal financial responsibility may necessitate 
amendment to the act to increase the maximum authorized Federal 
subsidy. 

H. R. 12442 and H. R. 12717 are companion bills which would 
amend the Lanham Act to authorize modifications in purchase money 
mortgages held by the Government on war and veterans’ housing. 
These bills would permit reduction of the mortgage debt, mor atorium 
on payments, changes in interest rates, and other modification of 
mortgage terms. Section 705 of S. 4035 contains similar provisions. 

The Agency now has broad latitude to assist mortgagors through 
periods of adversity and is exercising forbearance of collection and 
foreclosure and rendering other assistance in all meritorious cases. 
The proposed amendment would constitute a virtual invitation to 
mortgagors to default and seek more advantageous revision of their 
obligations, and, hence, would have the general effect of making col- 
lections and otherwise administering the mortgage documents exceed- 
ingly difficult. We feel that the existing authority is sufficient both 
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to protect the Government’s interest and to afford relief in deserving 
eases and recommend that it not be disturbed. 

This concludes our prepared statement. We shall be glad to 
answer questions relating to our program. 

Mr. Cotz. We now come to college housing. Title V of both the 
administration bill and the Senate bill relate to college loans. The 
administration bill has the objectives of (1) providing Federal loan 
funds where necessary for an increasing volume of college housing 
construction, and (2) encouraging an additional volume “of private 
investment in this construction. The Senate bill ignores means of 
encouraging private investments, and would authorize excessive 
amounts of Federal loan funds which would further drive private 
funds from the field. That bill failed to include administration 
proposals (1) to provide a realistic interest rate for college housing 
loans based on cost of money to the Federal Government, (2) to avoid 
Government loans where private money is available on reasonable 
terms consistent with the purposes of the college housing law, and 
(3) to provide a new loan guaranty program for college housing of 
institutions issuing taxable obligations and wishing to use this assist- 
ance in place of direct loans. This program would be entirely sup- 
plemental to the direct loan program as Mr. Hazeltine, the Commu- 
nity Facilities Commissioner, will explain. 

The Senate bill would provide an undesirable new direct loan 
program for college classroom construction and rehabilitation, includ- 
ing related facilities and equipment. The provisions are primarily 
an extension of the college housing loan provisions to these new 
purposes. The proposal is unnecessary and, if enacted, would sub- 
stitute Federal loans for private loans and grants. We believe that 
any college loan program should be limited to housing and related 
facilities. 

The college loan provisions of the legislation will now be explained 
more fully by Mr. Hazeltine. 


STATEMENT OF JOHN C. HAZELTINE, COMMUNITY FACILITIES 
COMMISSIONER 


Mr. Hazertine. Mr. Chairman and members of the committee, 
we recommend enactment of a number of changes in connection with 
our college housing program, as provided in H. R. 1117 73, the admin- 
istration ‘bill. The most important is an increase of $200 million in 
the statutory loan authorization, from $925 million to $1,125 million. 
Other changes would make these loans more attractive to private 
investment, ‘and would establish a supplemental guaranty program. 

I would like to comment briefly on the continued need for loans 
for college housing. You are all familiar with the enrollment pres- 
sures which have been mounting since the war. From 1950 (when 
this program was initiated) until 1957, fall college enrollments in- 
creased from 2,297,000 to 3,068,000, an increase of 34 percent. During 
the next 10 to 15 years, these enrollments are expected to double, going 
to over 6 million in 1970, as they reflect the coming to college age of 
the war babies. The percentage of their age group enrolling in college 
is expected to increase annu: ally during this period. 
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To assist colleges and universities in providing housing accommoda- 
tions for these students, we recommend increasing the college housing 
loan authorization by $200 million, as well as the new type of guar- 
anty program for private colleges provided in the bill, This guar- 
anty program would provide Federal assistance by an additional 
amount of $100 million for college housing financing. 

The uncommitted balance of the present loan authorization was 
about $26.7 million on June 30, 1958, so that the additional authoriza- 
tion, together with the carryover, will permit net new direct-loan 
commitments during fiscal year 1959 of over $226 million, as com- 
pared with net new commitments to colleges of about $210 million 
during the current fiscal year. Together with the new guaranty 
program this should prov ide a very satisfactory level of Federal fi- 
nancial] assistance during the next fiscal year. 

H. R. 11173 would not increase the current limitation of $100 
million for student unions, student centers, and related facilities, nor 
the current limitation of $25 million for the housing of nurses and 
interns. As explained in the President’s budget message, direct loans 
to colleges and universities should be confined to essential dormitory, 
student and faculty housing. However, Federal aid for student 
centers and housing for nurses and interns would be available under 
the guaranty program to private institutions. 

The bill contains a number of provisions designed to make loans 
for college housing more attractive to private investment and thus 
broaden the base of funds available to the colleges for this type of 
construction. It has always been the policy of the Agency that 
private rather than public funds should be used to finance college 
housing wherever possible. We do not believe that a direct loan 
should be made if funds are available from private sources on reason- 
able terms to carry out the purposes of the law. 

Under the college housing program, the Agency borrows money 
from the Treasury “and lends it to colleges and universities to finance 
their housing. In doing so, we oper: ate on what might be called : 
cost-plus-fixed-fee basis. The cost is the interest paid to the Treasury 
on borrowed funds, while the fixed fee is the one-quarter of 1 percent 
added to the cost which determines the interest rate charged to the 
colleges. This one-quarter of 1 percent covers the cost of administra- 
tion of the program and the establishment of reserves. 

Under the bill, college housing funds borrowed from the Treasury 
would bear interest at a rate fixed by the Secretary of the Treasury, 
taking into consideration the current average market yields on out- 
standing marketable obligations of the United States of maturities 
comparable to those on college housing loans, adjusted to the nearest 
one-eighth percent. This formula would replace that now in the law 
which bases the interest rate on the aver age borne by all interest- 
bearing obligations of the United States, irrespective of maturity. 
Assuming that the Secretary of the Treasury fixes the rate payable by 
the Housing Administrator on the basis of the estimated market yield 
on 20-year United States marketable obligations, the proposed form- 
ula would currently result in a rate of 314 percent on funds borrowed 
from the Treasury, instead of the current 25¢ percent. 

With the one-quarter percent fixed fee added to the rate paid to the 
Treasury, the rate paid by the colleges would be increased from 27% 


to 338% percent under June market conditions. This change would 
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therefore eliminate the subsidy, which is inherent in the existing 
interest formula, by establishing an interest rate which reflects what 
the Treasury itself would have to pay if it went into the market to 
borrow funds for a comparable length of time. 

The new guaranty program is designed to supplement the present 
program of “direct loans with 1 respect to the financing of residence 
halls by private colleges as well as to provide a means of financing 
their Sedan unions and related facilities, and housing for nurses and 
interns. 

Educational institutions which issue taxable bonds would have the 
option of borrowing either directly from the Federal Government 
under the existing loan program if funds were not available on terms 
which are considered reasonable and consistent with the purposes of 
the act, or borrowing from private sources with the bonds being 
gus aranteed by the F ederal Government. 

nder the terms of the bill housing bonds issued by eligible edu- 
Peony institutions would be backed by the credit of the United 
States through debt service guaranty contracts by which the Gov- 
ernment would guarantee the debt service on such obligations as long 
us they remain outstanding. The assurances to private lenders that 
the debt service would be met as scheduled is expected to be most help- 
ful to the educational institutions in obtaining funds in the private 
market on favorable terms. The Housing Administrator would be 
authorized to enter into contracts through which the Government 
would undertake to guarantee the payment of bonds to the extent that 
the pledged revenues prove inadequate. The total amount of bonds 
which could be outstanding at any one time would be $100 million. 
A gtiaranty fee, to cover all expenses and to establish a reserve for 
losses, would be charged to the eligible applicants and could be in- 
cluded in the amount of the bonds guaranteed. The fund would be 
further backed by an authorization to the Administrator to borrow 
from the Secretary of the Treasury such sums as may be necessary, 
which when added to the money available in the fund would be suf- 
ficient to pay the principal and interest. on all bonds so guaranteed. 

I consider that this new guaranty program would be experimental 
in nature. As we see it, it would provide an alternative method of 
dormitory financing for the private colleges with the Federal guaranty 
balancing to some extent the advantages now enjoyed by the tax-sup- 
ported institutions through the tax-exempt pr ivileges of their bonds. 
How much in terms of interest rate and other conditions that guaranty 
will be worth we do not know at this time and would discover only with 
experience. It would provide a financing vehicle for a continued pro- 
gram of student unions and other related facilities, and also provide 
a method by which hospitals may continue to finance the construction 
of housing for nurses and interns. 

[ would also like to comment briefly on S. 4035 which has been re- 
ported out by the Senate Committee on Banking and Currency, as it 
affects the college housing program. 

First, as regards the authorization. The Senate bill provides 
total of $650 million in new authorization as comparad with $200 mil- 
lion requested by the administration. 

As I explained earlier, the administration program for some $225 
milhon of loan funds will provide a larger program than in 1958 and 
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will be ample in my estimation to care for the essential — and 
faculty housing needs of the colleges and universities during fiseal 
1959. 

With respect to the limitations on service facilities and housing for 
student nurses and interns, I must point out again that, as explaine ed i in 
the President’s budget message, direct loans to colleges and universities 
should be confined to essential residence hall and faculty housing. 
However, Federal aid for student centers and housing for student 
nurses and interns would be available under the guaranty program to 
private institutions, proposed in the administration bill, H. R. 1117 

With respect to the proposal in the Senate bill prov iding $250 mil- 
lion in direct loans for classroom buildings and other academic facili- 
ties, we have always believed that it was the intent of the Congress 
that Federal financial assistance to our colleges and universities to 
meet the tremendous growth of enrollments should be in the form of 
loans for housing and related service facilities, with priority for hous- 
ing. 

The administration's legislative proposal to expand the college hous- 
ing program, as reflected in H. R. 11173, is in accord with this inter- 

retation. In line with this proposal, we oppose diluting the college 

1ousing program by authorizing loans for academic facilities. These 
loans would substitute Federal money for private loans, gifts, and 
State appropriations. To the extent a college has financial resources 
or credit for repaying a loan for classroom construction and equip- 
ment, private loan funds are available. The $250 million authoriza- 
tion contained in the Senate bill j is entirely outside the Federal budget 
for next year and would authorize expenditures in that amount for 
new purposes. The bill would graft onto the college housing loan 
program an entirely new purpose involving different considerations 
and objectives. The present college housing loan program covers 
family dwelling units and dormitory accommodations for faculty and 
student members. Both types of housing facilities are generally 
revenue producing, and the rents and charges are identifiable income 
which is available for repayment of the Federal loans. 

Related facilities which are also eligible for assistance are necessary 
to support the housing uses. On the other hand, classrooms, labora- 
tories, and equipment are actually a part of the basic physical plant 
of the college which is traditionally financed through endowments, 
gifts, State appropriations, and pr ivate loans. 

My opposition to this proposed expansion of the college housing 
loan program is shared by the President’s Committee on “Education 
Beyond High School, which in its second report to the President, made 
in July 1957, commented : 

The extension of the college housing loan program to help finance instructional 
and general facilities of a non-income-producing nature would require the pledg- 
ing of general institutional credit and would tend to make strong institutions 
stronger and weak ones weaker. It would also tend to drain off general operat- 
ing funds for debt servicing. 

The Senate bill continues the existing interest-rate formula rather 
than that requested by the administration and the existing “equal” 
provision with respect to terms rather than the “reasonable terms” 
provision also requested by the administration. Failure to accept 
these changes will make it difficult if not impossible to secure the kind 
of private participation in these loans which we consider so desirable. 
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The Senate bill also fails to accept the proposal for the new guar- 
anty program which I explained earlier. I think it would be unfor- 
tunate not to have this alternative, optional plan on the books so that 
its merits could be explored and its benefits established. 

I wish to recommend enactment of section 601 of the bill relating to 
another program of our Agency, providing assistance for the ‘ad- 
vance planning of public works. ‘This section of the bill would author- 
ize the use during any fiscal year of $50,000 of the moneys in the 
revolving fund of that program for the systematic and continuing 
collection of information on the current status of State and local 
public-works planning and requirements for such public works. A 
survey of the status and volume of advance public-works planning was 
undertaken pursuant to authority granted in the Housing Act of 1954, 
but that survey is now obsolete and no authori ity exists for additional 
ones to be made. 

t'nder this section of the bill, it is contemplated that the informa- 
tion authorized to be collected would determine the current status and 
volume of plans for public works and the estimated long-range re- 
quirements for public works. This data, not now available, would 
provide the means for measuring the the volume, type, and loc ation of 
State and local public-works plans and the extent to which State and 
local governments are meeting or planning to meet the steadily ex- 
panding requirements for public ion ilities. This would be of assist- 
ance in the program of advances for public-works planning, aiding in 
evaluating applications received from the many local governments for 
planning advances. This would also provide continuing data for 
relating Federal public-works programs to State and local programs 
so as to obtain the maximum economic benefits from minimum expen- 
qitures. 

This advance-planning program is, of course, particularly impor- 


tant now in developing further plans for maintaining a high level of 
local publie-works construction, in focusing attention on particular 
categories oid types of public-works needs, and on the necessity of 
accelerating definitive local public-works planning so that construe- 
tion can be geared to essential projects without undue delay. 


his concludes my prepared statement and I will be gi id to try to 
answer any questions on this legislation. 

Mr, Barrett. Thank you, Mr. Cole, and your staff, for your state- 
ne 

The committee will recess until 2 o’clock. 


Whereupon, at 12:33 p. m., the committee recessed to 2 p. m.) 


AFTERNOON SESSION 


Mr. Ratys. The committee will be in order. 

l am sorry I had to leave, Mr. Slusser, but I understand you finished 
all of the written statements and we will now have some questions 
and answers. 

Mr. Cole, as we ask the questions, if you want to refer them to some- 
body else, you will specify whoever you want to answer them. The 
questions that I have to ask may not come in the order of your state- 
ments. I can’t remember whic ‘+h ones you took up first, but you had 
a few statements this morning that I was quite concerned about. 
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In the first place, and this would be Mr. Baughman, I am sure, isn’t 
it true that for the special-assistance funds, the requirement to pay 
par for loans expires as of August 7 ? 

Mr. BaucuMman. August 7, 1958, as to the par purchase price 
requirement. 

Mr. Rarns. What other sections, if any, in the Housing Act, Mr. 
Cole, expire prior to either July 31 or—do you have any others? 

Mr. Core. Yes. 

Mr. Rarns. Well, the public housing commitment feature, when does 
it expire, isit July 31? 

Mr. Corr. The 31st of July 1958 as to 35,000 units. 

Mr. Rarns. In other words, there are at least two deadlines then. 
What would happen if we did not get the bill enacted first on the 
public-assistance fund? Would there be any emergency created it 
you didn’t get the extension prior to the 7th of August ? 

Mr. Cote. The public-assistance fund 4 

Mr. Rarns. Yes; the special-assistance fund. 

Mr. Corr. Would there be an emergency ¢ 

Mr. Ratns. W outa there be one if we were to fail to enact a new bill 
prior to August 7? 

Mr. Bavenman. The authority to purchase under the special assist- 
ance program does not expire; it is only the par purchase price require- 
ment which expires. 

Mr. Rarns. Then it wouldn’t really make any difference to vou if 
it did expire; is that right, Mr. Baughman ? 

Mr. Bavenman. That is correct. 

Mr. Rains. What about public housing? Are there any commit- 
ments that would be involved in any way if we didn't get the extension 
of that authority prior to the 31st of July’ 

Mr. Stusser. Yes, Congressman, we would lose about 15,000 units 
if the Congress took no action this year to extend the authorization. 
It would not disturb any existing commitments as the remaining 
authorization under the 1950 act would be sufficient to take care of all 
outstanding commitments. 

Mr. Rarns. We don’t want that to happen. That is the 31st of July. 
Mr. Baughman, while you are available, what is the main objection 
to the section 213 amendments in the Senate bill? You mentioned 
something this morning in testifying about the different type coop 
eratives and saying that you did not need the $50 million for the con- 
sumer-ty pe cooperative. 

Mr. BaucumMan. I didn’t say we didn’t need the $50 million. I said 
we had $50 million available or authorized, of which we have approxi 
mately $37 million unused for purchasing mortgages on the consumer 
type cooperative. 

Mr. Ratns. And the Senate put in how much ? 

Mr. Baveuman. The Senate put in an additional 50 million ove 
our present authorization but for nonconsumer type, such as sales type 
and management type. 

Mr. Rains. That would be $70 million available then if we passed 
the Senate version. 

Mr. BavcuMman. That would be true except it would be available 
for two different programs. The $37 million would still remain avail- 
able for consumer type and the new $50 million would go for the 
nonconsumer type. 
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Mr. Rains. Why is that consumer type not being utilized ? 

Mr. Baveuman. Well, I think the program is in its development 
stages. It has been a ‘ather slow program up to date because in a 
true consumer type all of the cooperators must get together themselves 
and they do all of their own work and carry on the program from 
the beginning. 

Mr. Ratns. Do you think that it is not necessary to increase the 
amount then at all as the Senate has increased it ? 

Mr. BaveuMan. I would say for this 213 sales-type housing which 
we financed under the $150 million available for cooperative housing 
other than consumer, there is an indication in the report of the Comp- 
troller General that cooperative sales-type housing costs more than 
the 203 sales housing. 

Mr. Ratns. Why “does it cost more ? 

Mr. Bavenman. There are two reasons, Mr. Chairman, for that. 
No. 1, when you go into a sales-type cooperative, you have to organize 
a cooperative and you also go into a blanket mortgage originally. 
Then you have to have releases for the sale of the single- family house 
out of that blanket mortgage, which is a costly operation. I think 
the second phase of the operation is the minimum wage requirement 
in connection with multifamily housing under section 213 which 
doesn’t exist on the single-family 203. “T think those two require- 
ments increase the cost to the ultimate consumer of the house. 

Mr. Rarns. Your testimony was strong and emphatic in opposition 
to the proposed new home loan guaranty plan, and you set up five 
reasons as to why it should not be enacted into law. Let me ask a 
few questions about. it. 

First of all, do you have available the percentages of loans now 
made by savings and loan associations under the conventional method 
that has no insurance at all ? 

Mr. Corr. I do not have them presently. Let me see if we have 
them available. 

Mr. Rarns. Well, it is true, isn’t it, that the greater portion of their 
loans as of today are made conventionally; isn’t that correct? 

Mr. Coir. Yes. 

Mr. Rains. Does it also follow, then, that if the home loan guar- 
anty plan were put into effect, only a small portion of the lending 
credit would be affected / 

Mr. Corr. I wouldn’t say so. It would depend on how effective 
the program would be. Our guess is it would be effective. 

Mr. Rains. First of all, there is the reason for opposition. Do 
you think that it would be discriminatory toward other lenders such 
as mortgage bankers and insurance companies? 

Mr. Coir. Yes, we do. 

Mr. Rains. For what reason? 

Mr. Coir. Well, Mr. Chairman, they would not be under the plan, 
either by statute or, if the statute attempted to broaden it, so that 
there would be an attempt to put them under the plan, it is our opinion 
that they could not practicably be put under the plan. 

First we see a program presented by the United States League for 
the guaranty of mortgages which the savings and loan institutions 
would like to carry out. If they take this approach and thus guar- 
antee mortgages made only by the savings and loan institutions, it 
is our opinion 1 that this would be discrimin: tory, a favored program. 
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favored as against other lenders. If they attempt, on the other hand, 
to broaden the statute and include other lender s, we think this could 
not be done. 

Mr. Rains. Well, that is the next question I was going to ask you. 
Why not put them all under? 

Mr. Corz. Well, No. 1, we still think if all of them are put under 
it, it would still be discriminatory in that those lenders who are in 
competition with the savings and loan would not participate. The 
reason they would not participate is that they would not join the 
home-loan bank system and if there were an attempt by the statute 
or otherwise, by regulation, to permit them to take advantage of the 
system without joining the home-loan bank system, still they would 
be under the control and under the regulations of the Home Loan 
Bank Board and would not participate. 

More importantly than that, in addition to that, they would be, 
shall I say, adding to the value of the assets of their competitors by 
joining a system which the savings and loan institutions had set up 
for their sale benefit. Then in addition to that, if this is to be a 
broadly conceived plan, Mr. Chairman, there can be no reason in our 
judgment why it should be handled by the Federal Home Loan Bank 
Board. 

In other words, we take the horns of the dilemma, one, is it a sav- 
ings and loan and solely a savings and loan institution? If so, we 
think it is discriminatory. Two, if it is not, and if it is broadly 
eonceived and if the idea is that all institutions, all lendng institu- 
tions, are to participate, then, Mr. Chairman, we can see no reason 
why it should be under the Federal Home Loan Bank Board. 

The savings and loans are competitive with the commercial banks, 
with the life insurance comp: anies, with the savings banks, and to per- 
mit one competitive segment of the economy to set up a separate bank- 
ing institution would seem to us not to be proper public policy. 

Mr. Rays. Well, I go along with you on part of that. I don’t re- 
gard them as competitive with commercial banks. I can’t regard 
them as c ompetitive with insurance companies, altogether, because, of 
course, you know that the conception of the savings and loan asso- 
ciation is that it would engage in housing loans and housing only, 
whereas these other institutions which you talk about have many other 
investment outlets, so I don’t think they are on a par. The only pur- 
poses that I can see in the plan would be to get what this committee 
wants to get, and I know you want to get, and the savings and loan 
association was set up to get, and that is more houses. 

Now, do you think it would get more housing if the plan were put 
into effect and do you think it would keep the de positor s money, that 
is one of the things I am concerned with, safe in the savings and loan 
associations, if the plan were put into effect ? 

Mr. Corr. Well, Mr. Chairman, you have two questions, One, 
would it prov ide more funds for housing? On the surface it would, 
but if we delve down underneath the surface, Iam not quite sure. If 
we dri ive out of the housing marke the life insurance companies, the 
savings banks, and the commercial banks, by reason of the fact that 
we are, through government, giving one segment of the economy an 
unfair competitive advantage, if we drive these lenders out of the 
housing market, then we would not provide more funds for housing. 
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Therefore, I think that the answer is, I would be very doubtful—as 
a matter of fact—I think I would go further. I think it is quite pos- 
sible, Mr. Chairman, that this operation would provide less funds for 
housing than otherwise. 

Now your second question, or the second part of that question 

Mr. Rarvs. Would this in any way endanger the depositors in the 
savings and loan associations ? 

Mr. Core. This I think relates to my comment with respect to 
conflict of interest. Now, having been on both sides of the fence, 
having been a Member of the Congress, and now having been in the 
administrative branch for something over 5 years, I believe that no 
Member of Congress and no member of the executive branch wants 
to be involved in conflicts of interest. Sometimes, however, organ- 
izations are so set up that he finds himself in a difficult situation, 
passing upon questions which do relate to a conflict of interest. 

Now, it is our opinion, without casting any aspersions upon any 
organization of any kind, that it is unwise for an insurance corpora- 
tion controlled by the same top agency to pass upon the business 
operations of another agency controlled by the same top agency. If 
that is the case, it is possible, just possible, sir, that the deposits or 
the money placed in the savings and loan institutions might be 
subject to improper use. Also, all the detailed proposals so far con- 
tain weaknesses, which I have referred to in my prepared statement, 
as to the adequacy of the premium, the appr aisal process, the forced 
sale of foreclosed properties at distress prices, and similar matters 
which cumulatively call into serious question the financial soundness 
of the proposed insurance operation. 

On the other hand, the FSLIC will generally protect the share- 
holders in the savings and loan ins inaitaon I think in the end it 
is possible the Government would receive the blow, if there is such 
a blow. I am not implying that I think that such a blow is iminent 
or probable or nec essarily would occur. I am merely pointing out 
financial weaknesses in the proposal and also that we are concerned 
about conflicts of interest. If we give an agency that has super- 
visory, Judicial, quasi-legislative author ity—if we give this agency a 
night to enter into a business operation—it seems to me that we are 
putting those people in charge of the agency in a very diffieult 
circumstance. 

Mr. Rarns. I have a little difficulty, Mr. Cole, following you on 
that, because the nce a Bank Board presently, call it policy Vv 
or whatever you want to, by acts and regulations placed kind of : 
straitjacket around a lot’ of the business oper: — of the oeiaaes 
and a associations, both as to interest rate—I don’t mean they 
set it, but they give some good hints, and also as to amounts they 
can “ Ly on deposits, and so forth; isn’t that true? 

Mr. Core. Yes; that is true. 

Mr. Ratns. Now, I know this is a hard question for you and I 
don’t know what the committee is going to do. I am aware of what 
happened in the Senate, but if this subcommittee and the full com- 
mittee should see fit to include some form of this plan in the bill 
which we send to = Congress, would you care to state any prefer- 
ence as to whether or not you think it ought to include all lenders, or 
whether you think i t should be exclusive of any except savings and 
loan associations? 
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Mr. Core. Mr. Chairman, if you are suggesting that the committee 
would give this authority to the Home Loan Bank Board, I have no 
choice. I think both are equally bad, and I can see no reason to 
create a new agency for this purpose. It just doesn’t make sense 
to me. 

Mr. Rarns. In other words, the real fact of discrimination is not 
the basic reason you are against it from that angle. You would be 
against it regardless of whether it left one group of lenders in and 
another out; is that it, Mr. Cole? 

Mr. Corr. Yes; if it is to be a Home Loan Bank Board. 

Mr. Rains. You mentioned the Home Loan Bank Board a moment 
ago. A good many of the mutual savings banks, well, not a good 
many, but some are now members of the Home Loan Bank System. 

Mr. Core. I am not certain, but I think that is so. 

Mr. Rarns. There are already some 25 to 50 banks and insurance 
companies that are members. 

Mr. Corr. Yes, an extremely small number. 

Mr. Rats. One thing I wouldn’t want to happen because I am sure 
my record shows that I have been a strong defender of FHA—will 
you state for the record where you think this would impair or reduce 
in anyway the ability of FHA to do the job that it has been doing and 
is capable of doing ? 

Mr. Core. Mr. Chairman, I think it is quite possible that if this 
program is used the major FHA program will be eliminated. 

Mr. Rarns. Now, even though you insure only 20 percent, and even 
though the vast majority of the savings and loans are now made con- 
ventionally, you think that program would put the FHA in danger? 

Mr. Core. I certainly think it would, if it works. If it works as 
the savings and loans hope it will work, it is quite possible that no 
lender would be at all interested in ceilings on interest rate or protec- 
tion of the consumer, I mean from the point of view of the Govern- 
ment. 

Now, I want to make this very clear: Lenders, bankers, life insur- 
ance companies, savings and loan, savings banks, all have an impor- 
tant task and that task is to protect the interity of the funds which 
they are lending. 

In carrying out this important task, they must, Mr. Chairman, 
attempt to determine that the security which is offered to them is 
sound. Therefore, they look at the security. Don’t misunderstand 
me. They look at the security, and they will do the best they can to 
see to it that the security, a house, for example, has been built accord- 
ing to plans and spec ‘ifications and 99 percent of them, many of them 
will do a good job in this regard, most of them will. Neve rtheless a 
lender faced with the possibility of a high interest rate, uncontrolled 
interest rate and no Government supervision, with money being freely 
obtainable will probably, possibly, take either word that you like, 
offered two alternatives, they will take the easier one. Why shouldn't 
they ? 

Mr. Rarns. Mr. Cole, one of the things that has troubled this com- 
mittee greatly is abusive second mortgage practices. In our hearing 
in Miami and, of course, through the FHA we had reports from all of 
the areas, we documented these practices pretty thoroughly. One of 
the reasons presented to us in support of this particular plan would 
be that it would help to eliminate second mortgages. 
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Mr. Cote. I think it would. 

Mr. Raxns. I know you regard abusive second mortgages as a bad 
lending practice and likely to bring on danger to the borrower. Do 
you think this would be of any benefit in solving that particular 
problem ? 

Mr. Cote. Yes. 

Mr. Mason. Could I add, Mr. Rains, here, that there are other ways 
to solve the problem, however, besides going this route. The certi- 
fied agency program which we are now starting, and which has shown 
with the experiments that we have run that it apparently is a very 
workable program, may be another answer to the same problem. 

Mr. Rains. Here is the thing that impresses me. Federal savings 
and loans are federally chartered organizations, directly under the 
Congress and the Home Loan Bank Board. I assume that they—in 
fact, I know they are responsible people—the Home Loan Bank 
Board I mean. They wouldn’t dare take a measure of this type if it 
were enacted into law and wade into all of the dangers and difficulties 
which you seem to think might be there, Mr. Cole, because if they 
did, they might get themselves into trouble. Do you not have trust 
in the Home Loan Bank Board—I don’t mean to use that word in the 
wrong way, but do you think they would not properly police the deal ; 
is that what you are afraid of ? 

Mr. Corr. Mr. Chairman, I was a lawyer for a savings and loan 
institution, I was director of two small savings and loan institutions. 
I was quite close to the savings and loan institutions when we were 
associated together in the legislative branch. I think the savings and 
loans are doing an outstanding—if I could think of a stronger word 
at the moment I would use it—an outstanding, remarkable job in this 
country in providing funds for people who want to buy or build 
houses, and a place for people who want to invest their funds. 

I think the savings and loan associations are growing in maturity 
and have a fine sense of integrity. Of course, I know the members of 
the Home Loan Bank Board and I know the staff. As a matter of 
fact, I had the honor of recommending the appointment originally 
of two of the members of the Home Loan Bank Board. They are 
outstanding examples of public servants, and the staff of the Home 
Loan Bank Board is tops, in my opinion. 

Mr. Chairman, however, I don’t care who it is, whether it is me, or 
my colleagues here at this table; if Congress puts us into a position 
where we find it difficult, find it almost impossible to balance our re- 
sponsibilities, one against the other, then we are constantly faced with 
the criticisms which occur if we act in such a way as to promote one 
activity, a business activity, on one side, and a supervisory activity on 
the other. : 

Mr. Chairman, if I could think of a good illustration, I might take 
one of the regulatory agencies that have been in the papers recently. 
If you give one of these regulatory agencies the authority to see to it 
that the railroads, for instance, are competitively supported as against 
perhaps the buslines—and by that I mean lend them money, enter into 
their financial operations in such a way that they are supported, the 
Agency would regulate railroads on the one side and enter into their 
business operations on the other. It just doesn’t make sense, Mr. 
Chairman. This brings me to a rather frustrating thing. As you 
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know, the administration did oppose the removal of the Home Loan 
Bank Board from the HHFA. We opposed it. We made our state- 
ment. That is all we did. But in that opposition we recognized that 
there was a difference between an agency that had quasi-judicial, 
regulatory and legislative authority, and that perhaps the overall 
policy considerations with respect to housing might not have a bear- 
ing upon such an agency. 

Now that these people got the eres, they are starting to 
build up another housing agency, it seems. I don’t see why this 
should be. 

Mr. Ratns. Speaking from my standpoint, I don’t favor building 
up another housing agency, but here is the fact that bothers me. | 
know you know that the State of New York recently has authorized 
State-chartered savings and loans to make 90-percent loans, and I 
assume other States will follow. The Federal Home Loan Bank 
Board, without saying it in so many words, has indicated they are 
going to permit 90-percent loans on some basis or another. If that is 
true, and we are speaking from the standpoint of housing now, is it 
not better to have the top portion of the loans insured, thinking of th 
purchaser, the people, and to some extent controlled, rather than to just 
give them a wide open 90-percent loan with no insurance ? 

Mr. Corr. Well, Mr. Chairman, of course, we don’t think that there 
is any control under the coinsurance proposal, and we don’t think that 
the people, the consumer, would gain any benefit by it. Now, I would 
be less than honest with the chairman if I did not say that Mr. Mason 
and I both believe that a coinsurance program, and I underscore 
“coinsurance” because I don’t think this proposal is a coinsurance pro- 
gram, but a coinsurance program does have appeal. 

It might be, Mr. Chairman, that such a program should ra cae ped. 
I think what I am saying to you, sir, is that the time taken in the study 
of this program has not been sufficient for either the Congress, or the 
executive branch, to come up with a soundly conceived program. We 
think that it ought to be examined further. We think that it is possi- 
ble, we think there is time. It is true New York State has passed 
such a law, but it would take other States to pass it to make it 
effective, and in the interim it is our belief that the Congress should 
take a little more time, the executive branch take a little more time, 
and see where we come out. 

Mr. Ratns. This is what gets me disturbed. You say the State asso- 
ciations, and they are under the FSLIC, along with the federally 
chartered associations, if they start moving in to make % percent 
loans, then we have this division you are talking about right squarely in 
the savings and loan associations themselves, 1 making 90-percent 
loans. and the other not being able to do that. So for that reason——— 

Mr. Corr. That istrue. However, I understand this to be a matter 
of consistency between State laws and regulations of the Federal Home 
Loan Bank Board. The Board has complete discretion: oF. al antes 
at the present time to remove such inconsistency, if desiral 

Mr. Rarns. So for that reason I was thinking that we shor wld take 
some action. Now let’s talk about interest rates a little bit. You 
know, I don’t think that we have always agreed on the proposition 0 
interest rates. In other words, I have alwi ays felt that interest rates 
maybe should be contzutied a little more, I think, than you have, so it 
strikes me as a little odd to have you testifying today that you would 
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be opposed to some kind of a, shall we say, “open end” interest rate; 
just why is that? 

Mr. Core. In my original statement, Mr. Chairman, I said that I 
had never recommended to Congress that we have an open end interest 
rate in a Government program. I am speaking about a Government 
program. Mr. Chairman, I do not believe that the Government can 
or should ever undertake to approve by guaranty or by insurance any 
contract that any lender and any borrower wants to sign. Now, this 
just doesn’t seem conscionable to me, and I don’t think that the Gov- 
ernment should do it. ‘Therefore, I think that some kind of ceiling 
on interest rates is very important. 

Now, if I may add one thing more, I think within that ceiling 
there should be a flexibility, and I think this is where we have our 
differences. I disagree with the pegging of an interest rate at a cer- 
tain point. I think that if most programs of the Government—I 
use the word most advisedly—in most programs of the Government, 
interest rates should be flexible, but that there should be some kind 
of a control or ceiling on that interest rate approved by the Govern- 
anent. 

Mr. Ratns. FHA’s top limit now is 514, isn’t that correct? 

Mr. Cote. That is the one that Mr. Mason has fixed. The legal 
maximum rate is 6. 

Mr. Rarns. The legal rate is 6, and it is a flexible rate up to 6 
percent. You would think any ence rate on a program of this 
kind should not be governed solely by the usury laws of a State, 
would you? 

Mr. Core. Are you saying—— 

Mr. Rarns. I am saying: do you think an interest rate should be 
fixed on this type of program below the usury law of a State ? 

Mr. Core. Are we talking about the coinsurance program, Mr. 
Chairman ? 

Mr. Rains. Yes. 

Mr. Corts. This is one of the dilemmas. It is my personal opinion 
that the so-called coinsurance program will not work unless the lender 
has almost complete freedom in determining the interest rate. Now, 
this is one of the reasons, Mr. Chairman, that this administration has 
not recommended this program for the FHA. We have been studying 
very carefully, and I hope very diligently, the idea of some method 
by w! hich we can protect the consumer as to interest rates. We 
haven't yet come up with one which is satisfactory. I don’t know 

whether it can be done or not. At least we are trying. 

Mr. Rarns. Mr. Cole, last November I read a very interesting 
speech you made up in New Jersey. You made it to a group of 
mayors. as I remember, and at the time you made the speech i 
sounded to me like you said almost what the savings and loan asso- 
ciations are now promoting, and at the time you made the speech I 
thought I was against it. Apparently you and I have studied the 
program, and I go one way and you go the other. Your coinsurance 
propos sal, after all, is much akin to the present program, which after 
[ have studied it generally and fully, seems to have some merit 
now, do you regard it as being pretty close to the present savings and 
loan approac mS as submitted ? 

Mr. Coir. No, I think it is very far away from it, Mr. Chairman. 

Mr. Rarns. tn what respects ? 
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Mr. Coxe. No. 1, it is not discriminatory, it provides free and com- 
plete usage of the coinsurance program by reason of the fact that 
it would be set up in FHA. Irrespective of any law or any regula- 
tion—I want to underscore this—irrespective of any law or regulation 
adopted by the Congress or the Home Loan Bank Board, practically 
there will not be a free use of the savings and loan plan by the life- 
insurance company, the commercial banks, o r by the savings banks. 

It just cannot be done. That is No. 1. No. 2, in that speech I 
said— 

Mr. Ratns. I don’t have it before me. I am quoting from memory. 

Mr. Corer. All right. I said it seems to me that there must be some 
protection on the question of interest rate and property standards. | 
think this is enough. 

Mr. Rats. What you said was there must be some control of interest 
rates and you didn’t believe in any fixed rate but FHA would be in 
a position to see that they were held to reasonable rates; is that it? 

Mr. Corr. That was about what I said, Mr. Chairman, and that is 
the dilemma in which I have found myself. 

Mr. Rains. Now let’s get back to the Home Loan Bank Board for 
one other question. You said FHA could, without a fixed interest 
rate, control it. The Home Loan Bank Board can control interest 
rates on deposits. Why couldn't the Home Loan Bank Board also 
control interest rates for its members ? 

Mr. Core. I see no evidence on the part of proponents that this 
would be the case, Mr. Chairman. I see no evidence at all that the 
proponents of this legislation are interested in that angle of it. My 
recommendation is if the Congress passes it, the interest rate ceiling 
ought to be in the legislation to make sure that is the case. 

This would make it better. It would not remove other basic defects. 

Mr. Rarys. It would be difficult for me to believe that the federally 
chartered savings and loan associations would jump into such high 
interest rates that they would bring down on their heads the con 
demnation of the Congress. I just wondered, do you not think it 
possible for the Home Loan Bank Board to put some ceiling on interest 
rates without setting it specifically by law ? 

Mr. Coxe. I believe they could do exac tly like FHA could. 

Mr. Berrs. Not without something added to the bill. 

Mr. Ratns. Not without something added to the bill; that is right. 

Mr. McDonoven. Mr. Chairman, I have a 3 o’clock oa ae 
and I am sorry I was not here to hear all of your statement, Mr. Cole. 
There has been, as the committee knows and as you eo, widespread 
public interest in this particular piece of legislation. I don’t know 
of anything that this committee has done recently that I have had 
more mail about than this particular bill and the general opinion of 
those who write me is that they urge its support and passage. 

They haven't gone into the details or they haven't evidently looked 
at the various facets of it that you have revealed here in your testi- 
money. There is undoubtedly a lot of consideration which must be 
given to it and, personally, I doubt if it would be suitable in its present 
form as far as passage is concerned. It requires amendment. 

The question of safeguard of appraisal standards in order to 
guarantee the loan, and the question of the security of the loan and 
the question of confining it to one element of the financial structure of 
the country, there are many things that I think have to be given con- 
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sideration. However, as a member of this subcommittee and a member 
of the whole committee, and coming from an area that requires and 
needs and is rather progr essive in stimul:s ating the home-building in- 
dustry, I am interested in legislation that we may report out of ‘here 
that would be forward looking and encouraging insofar as the build- 
ing industry is concerned, insofar as the home- building industry is 
concerned. 

We have had enough experience in it; I think you have done an 
excellent job as Administrator in looking at progressive methods, new 
methods, to stimulate the building industry. Undoubtedly there are 
things that we can do that would help. I don’t want to pass judgment 
on this particular piece of legislation too quickly, but I do think that 
we, with your advice and counsel, Mr. Cole; and, I would say, a bill 
of this kind should require reports from the Treasury Department, 
the Federal Reserve, and other agencies of the Government, and we 
may come up with a piece of legislation that will be suitable to every- 
one and with proper safeguards and protections. 

I think that is the desire of this whole committee. We have found 
ways of financing homes in this country that were never dreamed pos- 
sible in the past, if we consider the home financing situation 25 or 
30 years ago. ‘There may be other and better methods than we are 
now using. IT hope we can find them. 

1 have no questions, Mr. Chairman, except that that is just a general 
statement that I do think that the bill, as progressive as it is, requires 
a lot of consideration before it is finally written into legislation. 

Mr. Corr. May I add one more thing, Mr. Chairman. This is not 
good strategy, I know, to offer a gratuitous statement but, Mr. Chair- 
man, I see no reason why, if the Congress would approve this, the 
commercial banks could not then come back next year and say, We 
would like to have a new agency set up in the Federal Reserve System, 
a new agency to guarantee mortgages which the commercial banks 
would undertake. Then I am not sure how the C ongress could resist 
an approach by the lfe-insurance commpanses if they would say, We 
would like to have a guaranty insurance agency set up to take care 
of the life-insurance companies. 

My final statement on it is, Mr. Chairman, we have such an agency 
now, and that is the FHA, and I can’t for the life of me see what we 
are talking about setting up another agency for the benefit of one 
competitive lender. 

Mr. McDonoven. Mr. Cole, did you address that as a question to 
me or was it just a statement to the whole committee ? 

Mr. Corr. Just the latter, Mr. McDonough. 

Mr. McDonovcu. Do I understand if we adopt any legislation that 
will affect the home-building industry that it should apply to all 
financial facets of the Nation and not be confined to one? 

Mr. Corr. I think it must. 

Mr. McDonoven. You think otherwise we will be badgered to 
death by those people at the future sessions of the Congress. I think 
you are pretty near right on that. 

Mr. Rats. One thing that bothers me, Mr. Cole, is those selfsame 
people you are solicitous of today have not been very solicitous of 
your FHA, to put it frankly. They are making a few loans, but 
over the years they have been wanting to make conventionals and they 
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have been steering clear of FHA. I assume that includes savings and 
loans just as well. 

So what I had hoped to do, if it can be done, would be to get FHA 
participation over and above what FHA presently has in the home- 
building industry in this country, not to curtail it or cut it down. 
If I were convinced this program would mean damage to the FHA, 
I would give it little consideration. I would hope it would expand it. 

Now, I don’t go along with all of = Worries ¢ about administration 
too much because that is somebody else’s problem, you know. But 
I do worry about anything harmful to FHA and I don’t want 
that to be. 

Mr. Corr. I hope you will look at that very carefully, Mr. Chair- 
man. 

Mr. Rarns. All right, now one other question and then I will pass 
on to Mr. Addonizio here. This has to do with something else. I 
have been noticing that for the past 6 months, Mr. Mason, interest 
rates on Government obligations have been falling from anywhere 
to one-half to 114 percent. 

Now I want to know why you haven’t lowered the FHA rate? 

Mr. Mason. Mr. Chairman, we have been following what has been 
happening just as you have and you are correct. Long- term interest 
rates have not fallen as much as short-term rates. 

Furthermore, we were, as this committee well knows, beset by the 
problem of discounts which were really added interest rate. We are 
just getting back around the country to where we are either eliminat- 
ing discounts or they are becoming very small, and this is the reason 
we have not yet cut the interest rate. We follow this matter every 
week in our agency with reports from our field offices once a month 
and oftener from a selected portion of them. 

Mr. Rarns. Is there any hope, since I hear of lenders who instead 
of buying 514 percent loans at a premium, are writing them now at 
5 percent, which would prove you could lower it to 5 percent and 
might lower the GI rate to 41 5—is there any hope for that? 

Mr. Mason. Up in New England where they are writing them for 
43/, percent, this gives them the same return as a 514 percent loan 
outside the State because of State regulations. 

We find not too many parts of the country making loans below this 
although I believe in Connecticut and in New Hampshire—New 
Hampshire writes theirs for 5 for the same reason they write them 
for 434 in Massachusetts, because any loan above 5 t: akes a tax, and 
the 5 percent doesn’t, but when you get down this way, the 514 percent 
rate is about right. When you get out in the great middle p: rt of this 
country, the 514 percent rate still requires a little discount, a point 
or two. 

Mr. Rarns. Mr. Addonizio. 

Mr. Apponizio. Thank you, Mr. Chairman. 

Mr. Cole, I want to apologize also for not being here this morning. 
Unfortunately I was delayed in coming back to the city. I assure 
you I will read your statements thoroughly. I do have a number of 
questions and I suppose that whomever they refer to may have the 
privilege of answering them. The first one has to do w ith special- 
assistance funds. 
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As I understood it, the Emergency Housing Act that we enacted 
earlier this year gave a billion dollars of special- assistance funds to 
support FHA—G1 loans below $13,500 in amount. 

It is also my understanding that this program is doing very well 
and it offers us a ray of hope in giving stimulus to the economy. Now 
at the present rates when would you run out of that $1 billion authori- 
zation and do you think the Congress should provide additional funds 
for this program ¢ 

Mr. Bauguman. I will answer the first part and Mr. Cole will 
answer the second part. ‘The rate of receipt of applications has been 
running somewhere in the neighborhood of $30 to $35 million worth 
of mortgages a week. 

Up to the present time we have issued commitments—and this is a 
commitment program—in the amount of more than $400 million and 
I would guess right up to date about $435 million. A billion dollars 
was provided, as you know, so the balance is still available for use 
in that particular program. 

Mr. Apponiz1o. When do you expect that amount to be exhausted ¢ 

Mr. BaveuMan. Well, if the present rate of applications doesn’t 
fall or change—I would expect that it would decline somewhat, be- 
cause it has been very heavy. ‘The program started on April 4, and 
that isthe rate we have issued commitments up to the present time. We 
are getting over the early building season now and I think probably 
there is some ¢ hat ance of the rate declining. We just take the figures as 
we see them now; with $430 million used you have 570 million left in 
that fund and even at $30 million a week it would be a considerable 
number of weeks from this time on. 

Mr. Apponizio. It is possible though that this fund will be exhausted 
before the first of January / 

Mr. BaueuMan. It could be. 

Mr. Cote. Yes, that assumption is based upon a continued use of 
it at the present level. Mr. Addonizio, I am not in a position to say 
whether or not we would request additional funds. As of the present 
time we are not requesting additional funds and the reason we are not 
requesting additional funds is that we believe that this billion dollars 
was an emergency fund to assist in picking up, shall I say, the economy 
during the slump. 

It is our opinion that this is doing the job and as we see it, probably 
will do the job, and that as we see it, an additional amount will not 
be necessary for this particular purpose, to wit, an emergency fund. 

Mr. Apponizio. Now back in 1956, Mr. Baughman, the home 
builders and the real-estate boards were quite interested in expand- 
ing FNMA’s regular secondary market to make it more of a true 
central mortgage bank. Now FNMA, as I understand it, presently 
can buy loans and sell loans. 

Now what would you think of a change in the law which would 
authorize FNMA to make loans with FHA insured or GT insured 
loans as pledged collateral ¢ 

Mr. Bauauman. We have discussed that. I think there is the 
possibility of taking on additional responsibilities such as making 
loans. Our capital up to this point has been such that we have 
needed practically all of it to mainta‘a our purchasing and selling 
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operations, particularly the purchasing operation. We have to con- 
sider in our operation the exposure we “would have should we go into 
the lending business and make loans all over the country in addition 
to the purchasing of mortgages. 

With the size of our oper: ‘ation, I think we are doing just about all 
that can be expected of us on account of our size of c capital. 

Mr. Ratns. If I may interrupt you, didn’t you recommend almost 
that approach to us at one time before this committee, Mr. Baughman? 

Mr. Baveuman. No, sir, we have never recommended that we make 
loans, no, sir. 

Mr. Rarns. I was thinking that was in the recommendation a year 
or two ago. 

Mr. Baveuman. No, sir. 

Mr. Rarns. All right. 

Mr. Apponizio. I would like to direct a question now to Mr. Steiner. 
This has to do with urban renewal. 

Last January, when we had our hearings on slum clearance, and 
also in the various visits that we made throughout the country to 
different cities, we have heard complaints that the $2,500 ceiling 
which can be paid to displaced businesses is not enough in some cases. 

We are told that, quite often, the tenant must move a great deal of 
heavy equipment, and that the $2,500 just does not cover it, and yet 
many displaced businesses with relatively little equipment can be 
adequately reimbursed for their moving expenses for an amount well 
below the $2,500 individual ceiling. 

Now, it has been suggested, and I think it has a great deal of merit, 
that we make the $2,500 not an individual ceiling but, rathe r, an ave r- 
age as the cost of reimbursing all displaced “businesses in urban- 
renewal areas. Do you think this would be a good idea? 

Mr. Srerner. I don’t think it is nec essary, C ongressman. I think, 
as you indicate, that many, many businesses can be moved satisfac- 
torily for considerably less than the $2,500. I have no figures on it, 
but I doubt, percentagewise, if the number that cannot be accommo- 
dated for that amount, is very great. If we were to go to that figure 
as sort of an overall blanket figure, it would be much, much more 
costly to the Federal Government than the way the law is written now. 

Mr. Apponizio. I have received a number of letters from my area, I 
know, from businesses that have been displaced. They feel that they 
are not adequately compensated for the cost of moving the business, 
and I was wondering if you people have given some consideration 
tothat? 

Mr. Srerner. I am sure that there is a percentage, I think a rather 
smal] pe reentage, that cannot meet all of their moving costs for $2,500, 
but I feel quite certain they must be a fairly small percentage. 

Mr. Apponizio. Well, that may be so, but at the same time I think 
it is a problem, and one that should be met. Now, Mr. Mason. ] 
haven’t had a chance to read your statement thoroughly, but I did 
glance at it, and, on pages 11 and 12 of your statement, I see that you 
oppose the chairman’s bill, H. R. 10457, and, very frankly, I was not 
very much impressed with your objections. 

As I understand it, the very authority that the chairman would pro- 
pose to give you and your agency in his bill has been operating in the 
VA’s Gl-loan program for years, and it is my underst: anding that it 
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has been operating very successfully. Also, I believe, under the terms 
of the chairman’s bill, you have discretionary power. 

Of course, I have a great deal of confidence in you, and feel you 
would administer the program wisely. Would you care to comment 
further on that ? 

Mr. Mason. Well, Mr. Addonizio, I thank you for the comment, 
first, because you may not feel that way afterward. There is a great 
difference between the Veterans’ Administration program and the 
FHA program. One of our great differences is that we make a charge 
for our insurance. There ag be, in my estimation, a pressure from 
Jenders to have us take over 4-percent loans, to have them get into 
trouble more readily where now they attempt to keep these people 
going, because, when we would take them over, there would then no 
longer be the necessity of paying the half- percent mortgage insurance. 
I think this is one material difference. 

Mr. Apponizto. Thank you. 

Mr. Rarns. Mr. Mason, since you raised that question, the bill was 
introduced at the request of an awful lot of Members of the Congress 
and a good many more bills are pending along the same line, all of 
which are more drastic than the one I introduced. In the big cities 
of this country—and this doesn’t affect me too much—but in Detroit 
and other places where unemployment is heavy, in the automobile 
industry, for example, there are a great many people telling their 
Congressmen they are about to lose their homes. 

I know you don’t want that to happen, and you don’t want an over- 
all moratorium across the board, but, if this should continue, if a man 
is out of a job for 3 or 4 or 5 months with the expectation that he can 
get back, it won’t be necessary to completely wipe him off the board, 
and it is for that purpose and that purpose only that I introduced 
the bill. 

Mr. Mason. I understand your objective, Mr. Rains, and I agree 
with you thoroughly in your objective. My feeling is that we do 
have, now, a way to handle this, which works and which has worked 
satisfactorily. We have been through a very moderate recession here 
and I think that things are improving, so that we don’t have the test 
which would prove whether I am right or not, but, in my opinion our 
ability to leave the local lender something to work for is desirable. 
In other words, he has a stake in his community ; ; he knows these 
people; he works directly with them. If FHA gets into the position 
of being the mortgage lender and then has to foreclose, we lug this 
man from way out in Virginia down to Richmond to a Federal court. 
There are many disadvantages to the Federal winding up of mort- 
gages; we think it is far better if we can continue to work with the 
local lender who understands these people; that we be willing to let 
the local lender go along. 

We have a 12-month period of grace and we have extended that. 
We did this in Detroit some years ago when they had labor trouble 
out there. We did it in one other State that had a telephone strike, 
and it has worked this way in other minor instances. The local lender 
has been willing to assume leadership and risk with FHA’s blessing; 
he doesn’t have any danger of losing his principal, but he can lose, 
perhaps, the unpaid interest—his risk is his interest. 
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Mr. Rains. What I am saying is just what you have said. As it 
stands now, the FHA is dependent on the lender, dependent on co- 
operation with the lender before you can do anything. This bill I 
propose, or this amendment, would not change that status in the 
slightest. It would merely give you one additional step of authority, 
so that, if the lender didn’t cooperate with you, you would be able to 
prevent a deserving borrower from losing his home. 

[ don’t think it is going to disrupt your FHA one way or the other, 
but I do think that we ought to give it some consider: i because 
there is a growing demand for more —— legislation that I 
wouldn't want and you wouldn’t want. So, I wish you would take a 
good look at it. We will try to make it ‘ust as easy as possible, but I 
think there is some merit to it. 

Mr. Mason. There are some considerations in the legislation as 
written which make it more advantageous to the lender to take this 
course than the regular one. 

Mr. Rarns. I wouldn’t want that to happen. 

Mr. Mason. This has to do with his interest and his foreclosure costs, 
which your bill would olve him all of. and our present procedure does 
not. 

Mr. Rarns. I will take a new look at that part of it; I wouldn't 
want that to happen. Turning to another subject ; when are we going 
to cut the FHA insurance rate? I would like to see it cut from one 
half of 1 percent to one-fourth of 1 percent, 

Mr. Mason. The insurance rate is currently at the lowest point 
that it can legally be. This has been a matte) of discussion for some 
time as this committee well knows. We in FHA are interested in 
this because we couldn't help but be interested, because of all of the 
people who talk to us about it. 

We had, on June 9, a meeting of lenders in our office to discuss this 
very matter. Currently Professor Fisher of Columbia University 
with somebody paving his fee, is conducting a study. He was in our 
office this past week and we will work with him. 

He will review the basic assumptions on which our current rate is 
based, because his study showed that based On the assuil Iptions we 
have had in the past, the kind of depression we were planning o1 
a depression of the intensity of the thirties, that the rate we had wa 
probably correct, but he is ee on the theory we are asking him 
now to ex plore the theory that aybe those assumptions are not 
correct and we need to look at somethin ve Ise along this line 

Mr. Rarns. Well. you wouldn't obieet then to the di cere Onary 
authority, if it turns out all right, to permit you to lower it 4 

Mr. Mason. That is right. 

Mr. Rarns. You are ch: reing as low as you can under the present 
law and this would only be « disc retionary authority if the circum 
stances showed that it ¢ ‘oul | be done. 

Mr. Mason. Sir, I am interested in the integrity of the FHA pro- 
gram just as you are. 

Mr. Rains. Soam I, 

Mr. Mason. Sure. And I do not want to succumb to the crowd 
psychology that we have got to have it cheaper. We have done a 
ereat many things as this committee knows, to help reduce these costs 

closing time already, this current vear or this past year. 
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Mr. Apponizi1o. I would just like to say in passing, Mr. Chairman, 
that I think this again points out the great respect we have for Mr. 
Mason, the fact that he will use his authority properly. 

Mr. Mason. We appreciate that. We do have this concern and we 
don’t want to maintain a charge that is unnecessary or exorbitant. 
As this committee knows, we now return unused portions of this pre- 
mium to the customer and if the customer has kept his note current 
and pays it up after 10 years or some period after that, he gets back all 
of the mortgage insured premium that he has paid. We live on the 
interest. But this is not a good selling tool at the start, I realize. 

The mortgage lenders would rather have it on some smaller basis 
to start with, and I should be very happy to find out a safe amount 
that. we could use. 

Mr. Rarns. The two things this committee is interested in are first 
of all, the solvency of FHA to ride out any sort of depression if one 
came. 

Now the second reason we would like to see it reduced is on low-cost 
loans, say 11 or 12 thousand dollars a year; if that rate could be re- 
duced by one-half, it would mean 1 month’s payment per year differ- 
ence to that fellow who is trying to buy that 10 or 11 thousand dollar 
house. 

Mr. Mason. Mr. Chairman, you are right. Every time we reduce 
the cost to the consumer, we broaden the market. We bring more 
Americans into this field that can own their homes or we provide 
better homes for those who can do it. 

Mr. Rains. Mr. Mason, I don’t think this committee would think 
of taking the chance of making it mandatory that you reduce it, but 
since you are having studies made, I think this committee might con- 

sider the wisdom of giving you the legal authority to reduce it if you 
find it safe: and as an Administrator, of course, that would be your 
responsibility. 

Now, one other quest ion on another matter. There are many things 
I would like to ask about, but I don’t know whether I can get around 
to all of them or not. This is for Mr. Baughman. 

You know a lot of times we have argued good naturedly about the 
selectivity of FNMA purchases. Let me ask this: What would be 
wrong with an amendment whic h would s say thi at your agency cannot 
second guess either FILA or VA on the borrower's credit. the location 
of the property, or the size of the property? In other words, you 
could reject loans on other ssialeaiin but not on those three. What 
would you think about that ? 

Mr. Bavuaguman. Wel, when we talk about second guessing, I think 
we have to understand what we are talking about. When FHA or 
VA looks at a particular credit at a given time, | think that is per- 
feetly all right, but when we look at a credit when a mortgage is sub- 
mitted to us, I think it would be nmfair to say that we should have to 
buy 2 mortgage if a man was in difficulty, and the same thing is true 
with the property condition. 

I think when they pass upon the property and the property is in 
good condition, and so forth and so on, I think that at that time that 
is perfectly all mght. When the mortgage is submitted to us I think 
we have the right to look at the condition of the property because the 
circumstances do change. 
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Mr. Rats. Now, stop right there. There is only about 4 months’ 
time that has elapsed from the time FHA looked at it and said the 
credit is all right. Wouldn’t you be willing to say that you can 
look at it only for that 4 months? In other words, what I am trying 
to get around is FHA looking at the credit and then FNMA looking 
at the same credit, and then one saying the other has been wrong. 

Wouldn't you be satisfied just to look at any changes in the ¢ redit 
since the FHA bought it ? 

Mr. Bavucuman. Well, to begin with, the 4-month requirement 
you referred to has been extended to 1 year on our secondary market 
operations, in order to make the secondary market operations a little 
more flexible. We put in the 4-month requirement at a time when we 
were afraid people were going to dump their portfolios on us. We 
have just amended that requirement to extend the period to a year 
so the conditions are entirely different from what you speak of now. 

Mr. Rains. Speaking as a lawyer now, I give you a mortgage on a 
piece of property, and as of that given date the credit is ‘all right, 
and actually what transpires between the time that 1 assign that 
mortgage and give you that first mortgage on that property and my 
credit is not of too much concern; is it ? 

Mr. Baveuman. You don’t assign it to me immediately after they 
insure it. It is sometime afterward that you do it, and the circum- 
stances and conditions can change as they can with anybody. 

Mr. Rays. What is the criterion you go by, the worth of the mort- 
gage or the credit risk ? 

Mr. Baucuman. I think the worth of the mortgage. We rely on 
their insurance, of course; on the other hand, we do have to have a 
good mortgage—there is no use in our buying all of the mortgages that 
are in trouble. 

Mr. Rarns. I wouldn’t want you to do that. I wouldn’t want you 
to buy anything that had bad title or was in trouble. 

Mr. BaveuMan. That is what you are leading up to when you say 
we should buy everything that is offered to us. 

Mr. Rarys. Well, the ‘thing that has worried me a little bit about 
it is that FHA says this is fine, but when the man comes to sell his 
mortgage, FNMA, a contituent agency, will say it is not fine, we can’t 
take it. 

That has me a little worried, and I was hoping we could arrive at 
some kind of amendment whereby if FHA approved it, that certainly 
through the date of their approval we eal have to go back and 
change from the opinion that FHA had about its credit risk. 

Mr. Baveuman. I think it would be very unfair to put an arbitrary 
rule in that we have to buy it, because, as I say, the circumstances and 
conditions—we have very few turndowns. I gave a report to Mr. 
Cole on this subject because of the question’s h: aving been raised. The 
declinations were very, very small in percentage, and divided into 
categories of the reasons for the declination were smaller yet. 

Mr. Rains. Now, when FHA approves a project, we will say, for 
location, size, and all of that, what would be the circumstances that 
would cause you to reject it when you came to purchase the mortgage ? 
In other words, would it have to be something that occurred to the 
project after FHA had granted its approval, or do you have different 
rules in FNMA from what FHA has? 
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Mr. BaveumMan. We don’t have any different rules. We think if 
there is nothing unusual, no circumstances detrimental to the mortgage 
or the property, we buy it. 

Mr. Rais. Mr. Betts, do you have any questions ? 

Mr. Berts. Mr. Cole, I sat throughout the morning listening to your 
discussion, and I want to com )liment you and the gentlemen with you. 
Of course, there are a lot of things I am not clear about. In the first 
place, going back to this home- loan guaranty, which seems to be the 
most important thing, apparently, from the correspondence we have 
been receiving, I want to clear up in my mind some of the mechanics 
of this. I have to have a more clear picture of it. You speak of co- 
insurance and you connect that word with this Home Loan Guaranty 
Board as though it were an entirely different ty pe of transaction from 
FHA, and yet in all of the discussions here there is apparently no dis- 
tinction between its purpose and what it does, except that it does it 
without an interest limitaion and without inspection; now, is that 
right ? 

“Mr. Corr. No, Mr. Be tts, there is quite a difference between the pro- 
gram proposed by the U nited States Les ague and the program carried 
out by FHA, say in their 203 single-family insurance program. Do 
you want a deser iption of the difference between the two! 

Mr. Berts. What is the difference between the two, so I can under- 
stand your objection ? 

Mr. Coxe. Well, as you know, FHA insures—I am going to talk 
about the 203 single-family homes—FHA insures the mortgage on a 
single-family house. Now, by statute, the FHA fixes the ceiling of the 
interest rate, and this is what we call the allowable interest rate, and 
a lender may lend money on a mortgage at any rate less than that ceil- 
ing, but he cannot go above the ceiling. 

This ceiling, by statute, can be as high as 6 percent. Now, it has 
been fixed by the Commissioner, Mr. Mason, at 514 percent. Under 
the program proposed by the United States League, the lender can 
charge any rate of interest that he wants to charge and can charge, 
and the borrower will pay. For instance, in some ve they have 
a usury law of 8 percent, 10 percent, 12 percent. Now, I am—well, I 
am implying, but I am not saying that any lender will charge 12 
percent in the market because the competitive factors will not permit 
them to do it, but nevertheless they will charge the highest amount of 
interest they can get, and properly So. This is their job. 

They have been charged with securing a return on this money, and 
so they will charge the most they can get. That is No. 1. 

No. 2, the FHA has fixed low downpayments through the statute, 
and a long amortization payment as well. With this, the savings and 
loan plan provides for the insurance only of the top 20 percent of the 
mortgage which is offered to the guaranty corporation for guaranty 
or insurance. 

Now, our point about this is when the mortgage is foreclosed, let 
us say, first they have the house as security, and ‘secondly they have 
the guaranty on the top part of the insurance, and we think that 
although the guar anty 1s fixed solely on the top 20 percent, for all 
practical purposes it is a guaranty of ‘all of the loss that any insurance 
company or savings and loan association might take in the event of 
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loss. Now, for this we think that the provisions of the bill do not 
charge enough premium. We think the premium provided is too low. 

Mr. Berrs. You mean the premium paid by the borrower ? 

Mr. Core. By the lender. The FHA has a higher premium and 
we think that is right for a proper reserve. The FHA = a built-in 
cushion in the event of a depression. Instead of taking the house back 
on its security and then putting it immediately upon ‘the market and 
thus continue to depress the market, the FHA can, if it desires, issue 
to the lender a debenture backed by the Government, and the lender 

can receive a rate of interest on this debenture until such time as the 
economy begins to spin around and the economy begins to perk up. 

Now, the FHA has field offices in 75 different cities. When you, 
as a borrower, want to secure FHA insurance on a house, the FHA 
inspects that house. I think the FHA inspects it three times during 
construction, at least. You, as a borrower, know, then, that the 
Government has inspected this house. The FHA has what we call 
minimum property requirements or standards. If you secure an 
FHA- insured house you know that FHA has required the borrower 
to have a house that meets these minimum property requirements. 

Now, under the proposal by the United States League, there will be 
neither interest rate nor will there be any standards. Now, it is true 
that the savings and loan institutions will require some standards, but 
our point is that this is a Federal agency, federally authorized and 
federally supported, and before long you will find that those people 
who are lending money under this program will be implying that this 
federally supported program, guaranty, is giving to the people the 
same kind of protection that FHA gives them, at least I think there 
is this possibility. 

Mr. heres, Now let me ask you a question right there. As I look 
over the bill, it sets up a corporation and then it provides on page 2 
that the Board, which is your Home Loan Bank Board, shall provide 
for stock subscriptions from the member banks. Now, something 
happens to it, I don’t quite follow it, but do all of those stock sub- 
scriptions mean that the Agency is not federally supported ? 

Mr. Core. I am not quite sure that I caught your question. 

Mr. Berrts. Well, all of the letters that we get in favor of it say 
it is a private organization; it has no connection with the Federal 
Government. 

Mr. Coir. We have a simple amendment that will cure that. 

Mr. Berrs. However, the act, as I read it, does create a private 
corporation; am I right? 

Mr. Corz. No; it would be a Government agency. 

Mr. Rarns. With the exception of the insurance feature. 

Mr. Berts. Don’t the member banks subscribe stock ? 

Mr. Cots. Just like the lenders subscribe stock from FNMA, but 
FNMA is a Government corporation. 

Mr. Berrts. I am getting back to that; but the money involved, is 
that private or Government. 

Mr. Rarns. It is private. 

Mr. Core. The original money involved will be from the home-loan 
banks, and that money is deposited in the home-loan banks by savings 
and loan institutions, plus—and I wanted @ check on this—plus money 
which is borrowed by the Federal Home Loan Bank through their 
borrowing authority; am I right? 
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Well, I think I am. 

Mr. Ratns. You are partly right, Mr, Cole. 

Mr. Berrs. Now, to follow that through, in case of a default or 
a failure, a situation where you have to meet insurance, is the home- 
loan bank guaranty paid out of this private fund, whereas in the ulti- 
mate case of an FHA loan it would have to be paid by Government 
funds? 

Mr. Mason. Mr. Betts, we have put away over $625 million to pay 
our losses at the present time. 

Mr. Berrs. That is as a result of contribution by—— 

Mr. Mason. This is as a result of the insurance premium paid. 
There are no Federal funds involved, unless you call FHA funds 
Federal funds. There are no taxpayers’ funds involved. 

Mr. Berrs. Well, in the event of a terrible depression, that fund 
could be exhausted. 

Mr. Mason. You are technically right, that the faith of the United 
States Government is behind it, but according to Dr. Fisher of Colum- 
bia University, we now have adequ: ite funds for a depression of the 
magnitude of the depression of the thirties, so we feel our funds are 
adequate. 

Mr. Berrs. Now, going back to this other corporation, do the bor- 
rowers there pay premiums ? 

Mr. Cour. The lender pays but it would be passed on to the borrower 
and could be included in the mortgage. 

Mr. Berrts. So a fund is built up there from premiums and from 
stock contributions ? 

Mr. Cote. Yes, there will be a fund built up, but I think it will be 
inadequate. 

Mr. Berts. So you object to it, first, because of the inadequacy of 
the funds? 

Mr. Cote. Yes. 

Mr. Mason. Mr. Betts, could I add that the United States League 
plan provides for only a single premium of between 1 and 2 percent to 
be paid, the decision to be arrived at, of course, as to what it is. This 
is a single premium paid in advance. FHA collects half a percent 
on the reclining balance, which is somewhere around between 5 and 
7 percent depending on the loan term, if it were paid in the form of 
a single premium in advance, 

Mr. Berrs. So that when these loan companies write us and say 
that one of the merits of their proposal is that it is private funds, 
vour answer is that it is no more private than FHA funds? 

Mr. Corr. That is right, or FNMA, in the secondary market oper 
ations. 

Mr. Berrs. Now, then, you have listed several objections. The first 
one interests me because you say it will prove ineffective in small 
towns. You say the force of this contention is lost when 

Mr. Cour. Mr. Betts, 1 would like to add we do not know yet whi: at 
the plan is to be. Is it to be solely a savings and loan association ? 
If so, then the other small lending institutions in the so-called remote 
areas cannot participate. 

Mr. Berrs. Well, I would want to be sure that the rural areas 
were able to participate in it. 

Mr. Core. But we come back and say, if that is the case, practically, 
they will not participate. 








66 HOUSING ACT OF 1958 


Mr. Berrts. Now, I think I understand most of your other objec- 
tions. I think one of your other main objections is that it would add 
another Federal agency in an area where we have a sufficient number; 
in other words, we shave two? 

Mr. Core. That is right. 

Mr. Berrts. I would first admit that is one of your biggest argu- 
ments. 

Mr. Cote. I certainly think it is. 

Mr. Berrts. As a foe of bureaucracy, I would say, rather than add 
another agency, we should scrap FHA and VA, and set up a new one 
to cover everything, or else expand FHA. But I think that is your 
strongest argument. 

Mr. Cote. Mr. Betts, I hope that we are progressive enough that we 
are willing to consider any suggestion which 1s workable, which will 
help the people of America get better houses, which will be for their 
benefit as well as the lenders’ benefit, whatever that may be. I just 
don’t think this proposal is that kind of one. 

Mr. Berrs. I have a a letter from someone who objects to it on the 
grounds that it is inflationary. Do you think it is inflationary? 

Mr. Coreg. I don’t know. 

Mr. Berrs. I was just wondering what your observation was on 
that. 

Mr. Rarns. Well, any time money is borrowed, it is inflationary, I 
suppose. 

Mr. Cote. Yes; I believe that isa good way to put it. 

Mr. Berrs. You don’t see that it is inflationary ? 

Mr. Corr. Not to the extent that I would object to the proposal on 
that ground. I believe the objections I have made to the proposal are 
so definite, clear cut, and sound that I would not want to raise 
a further objection which might be ambiguous or subject to mis- 
understanding. 

Mr. Betts. May I ask Mr. Mason a question, the lt. yn p ive 1] of 
your statement, Mr. Mason, on your FHA acquisition of defaulted 
home mortgages, I think that is a subject which I would like to have 
you elaborate on a little further. As I understand it, you direct at- 
tention to a bill which would alter in some way the handling of de- 
faulted FHA mortgage Now, I wonder if you could distinguish 
between that bill and the present law ? 

Mr. Mason. This bill, Mr. Be a is a bill introduced by the Chair- 
man, with the idea of giving FHA the privilege of taking over a 
mortgage when it appe ars that the ‘man is in trouble, instead of having 
to go through the business of foreclosure. I think I state this properly, 
Mr. Chairman; do I? 

Mr. Rains. That is about it, yes. 

Mr. Mason. FHA feels that it has adequate machinery under its 
present system to accomplish the objectives that the chairman is trying 
to arrive at. 

Under our present system, when a lender has a borrower who is 
out of a job and unable to make his mortgage payments, FHA. per- 
mits the lender to maintain this man for a period of a year in this 
condition without any danger of losing his mortgage insurance. It is 
true that the lender is in danger of losing his interest for this period, 
if the man eventually does not work out of the problem. 
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FHA at the end of a year will extend this on request and has done 
so repeatedly in areas such as the flood area out around San Fran- 
cisco when we had troubles there, in Detroit when we had a labor dis- 
pute there, and in other cases of ‘this kind in individual cases as well 
as these mass-area cases. We extend to the lender the privilege of 
waiting out longer and working out with the borrower his problem. 

Both the chairman and I feel that it is desirable that this be done. 
We feel that it is more desirable for this man to do this business with 
his local lender in a local area. All of our mortgages, even if they are 
owned by some center of capital somewhere, are serviced loc: ally. A 
local lending institution of some kind does business with the individ- 
ual borrower and we think it is far more desirable that conditions be 
maintained between these two than for the Federal Government to 
step in. The matter of debate I think between the chairman and me 
is whether it is not better to have this club to hold over this lender, to 
force him to do this rather than to have the smaller club which I have 
which is my relationship with this lender in other ways. 

Now, over against this I have worries if we have this privilege ex- 
tended to us. One is that we have found in the past year when money 
was tight, a tendency particularly on some multifamily loans, large 
loans, we have found a tendency for some lenders to get the loans 
into default and get them back in our hands to avoid the payment 
of the mortgage-insurance premium. This reduces the cost of the 
operation. We think this is a tendency which we should be able to 
counteract, but in many little cases we don’t know whether we could 
or not. We think there are other disadvantages to this and that is at 
the present time when the Federal Housing Administration requires 
the local lender to go through the foreclosure proceedings which is 
done in a local or State court, if this becomes necessary, at the home, 
in other words, in some close relationship to the individual, if we 
become the owner of this mortgage we then proceed through the De- 
partment of Justice to the forec losing, if this becomes nec essary, and 
the Department of Justice moves through the Federal court and re- 
quires the borrower to travel some distance to protect himself in this 
proceeding. These are eventualities that neither the chairman or 
I would want to happen, but they are some of the reasons why we 
think the legislation is bad. 

Another reason is there are some minor technical matters. One is 
that under the prop: Ms legislation the lender receives all of his in- 
terest and under ours, as I pointed out, from the time the borrower 
first got in default, that is the risk'of the lender and so we think that 
this is a risk that the lender ought to take to make him aggressive 
in his collection methods. 

The other is at the present time foreclosure expenses are not borne 
solely by FHA. We bear two-thirds and the lender has to bear the 
other third unless the property sells for more than the amount of 
the mortgage when we sell it, in which case he doesn’t have the loss. 

Mr. Berrs. In other words, you believe under the present law you 
would have the power to extend payments and treat the veteran or 

the borrower in a much closer way ? 

Mr. Mason. That is correct, Mr. Betts. You state it simply and 
I took much longer to say the same thing. 

Mr. Berrs. I am grateful for your expl: ination. 
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Mr. Apponizio. Would you yield, Mr. Betts? 

Mr. Berrs. Surely. 

Mr. Apponizio. Isn’t it true, Mr. Mason, if you don’t have a lender 
willing to cooper: ite, the re isn’t anything you can do about it ? 

Mr. Mason. Mu. Addonizio, you are correct, but we tind that lenders 
have a tendency to want to cooper: ite with us. 

Mr. Appon1z10. That is the crux of the whole problem. 

Mrs. Suuuivan. Mr. Betts, would you yield to me? 

Mr. Mason, you mention that you try to get the cooper: ution of the 
local lender to work with the cz rower, but the GI has a program 
sunilar to that and when the oy ‘al lender won’t cooperate, the VA 


simply takes over and helps the fellow out until he is able to make 
the payment. rh > what ‘ vere tl ving to do in this bill the 


chairman ede to help the FHA borrowers who were in tem 
porary financial troubles. 

Mr. Mason. I am well aware, Mrs. Sullivan, and I have somewhat 
the same feeling that the chairman has as to what was back of him 
in introducing this legislation. The point I am trying to bring out 
is I have rel: ationships with lenders. Not all lenders are bad people. 
Lenders have interest in their community and the people in — 
community. You don’t run a lending institution in any kind of : 
moderate community in America without having a fee ling for your 
community and doing things for your community. 

I believe that the private enterprise system can work this out if 
government will let them and that is what our present program is 
set up to do, to let the local man do this and to encourage him to 
do this but not to enforce him to do it as would be the situation in 
the other program. 

Mrs. Suutiivan. But we were all very much concerned with helping 
the FHA borrower should this recession get to the point where they 
were going to begin to lose their homes as we saw it happen in the 
thirties. 

Mr. Mason. Mrs. Sullivan, could I say perhaps if you are going 
to pass this kind of legislation you should think of the broader 
market because FHA people are much less apt to lose their homes 
because of the careful aoa that we give to mortgage credit and this 
sort of thing than the ordinary individus al who. may have been 
encouraged to buy a home through conventional financ ing with a 
second mortgage or something of this sort. These extra payments 
that nobody Tooked to see whether he could meet or not show the need 
to have some kind of protection for those people, too. 

Mrs. Sutuivan. Well, we his ave seen some distresses where people 
would be out of work for 2 or 3 months or on reduced salaries for 
2 or 3 months, and they just simply had bought too many things 
besides their home on credit and couldn’t meet t all of these payments 
during these periods. Our hope was to do something to save that 
home so they wouldn’t lose them through foreclosures. 

Mr. Mason. Mrs. Sullivan, we are not hi aving foreclosures in FHA 
on any kind of a scale which would indicate the necessity for doing 
something different from what we are now doing. Last Dec ember, 
our default rate was the lowest it had ever been in the histor y of FHA. 
It is very slightly higher now but only very slightly higher. It is an 
almost insignificant figure. This is because of the type of program 
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which we have where we work with the local lender. I personally 
have a couple of mortgages, too, on some houses and it is hard to get 
the payment together, but where you can wait a year as a lender 
without losing your mortg age insurance, you are very apt to work 
with the person back home to try to help him get on his feet if he is 
a worthy case and most of them are. 

Mrs. Suuutvan. Thank you. 

Mr. Corr. Mr. Chairman, maybe Mr. Baughman might add an 
experience that he had. 

Mr. Ratns. All right. Mr. Baughman. 

Mr. BavGguMan. FNMA being one of the large leaders to which 
Mr. Mason refers, probably one of the largest, I think you must 
treat. these cases on an individual basis. Now, in January we saw 
this coming on and we had staff meetings all around our regional 
offices and we talked to those who service our local collection agencies. 
We go out and find the circumstances in each case, the reason for the 
default, whether it is temporary or permanent, and the attitude of 
the borrower. We are in all sections of the country. In the one 
you mentioned a moment ago, Mr. Chairman, Michigan, our delin- 
quencies have increased, but the foreclosure rate has gone up only 
slightly, so we are giving proper consideration. I th ink considering 
the circumstances and the times I don’t think that the urgency of 
such a bill as you have is warranted at this particular time. That is 
my opinion. 

Mr. Mason. Mr. Chairman, might J say to Mrs. Sullivan that my 
statf reminds me that, not the foreclosure rate, but the default rate 
is below one-half of 1 percent of all of the mortgages outstanding in 
all of the family loan programs of FHA. 

Mr. Apponizto. In reference to that, Mr. Mason, would you submit 
for the record the rate of defaults for this year as compared with 
last. year, say, in the 10 highest unemployment areas of the country ? 

Mr. Mason. I think we will be very happy to; I know we will. 

Mr. Apponizio. Mr. Chairman, is that all right ? 

Mr. Ratns. I didn’t understand. 

Mr. Apponizio. I asked Mr. Mason to submit for the record the 
number of defaults this year as compared with last year in the 10 
highest unemployment areas. 

Mr. Rains. That would be all right. I have to admit that I have 
already checked them and he is correct in saying that the foreclosures 
have been low and it is for the reasons Mr. Mason s ays that these 
are carefully selected people. However, there is another side to this, 
Mr. Betts. I will make my argument in executive session. 

Mr. Mason. Could I say to Mr. Addonizio, it would be simpler to 
give you all 75 insuring areas and you can pick out the unemployment 
areas. 

Mr. Appontz10. Very well. 

Mr. Rarns. We will take them all. 
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(The data requested above is as follows :) 


Comparison of default ratios between May 1957 and May 1958 by States for all 
cases insured under sec. 203 
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| Mortgages | Mortgages | Defaults as | Mortgages | Mortgages | Defaults as 
State | in force in default | percent of | inforce | in default | percent of 

Dec. 31, May 31, | in foree Dec. 31, | May 31, in force 

1956 1957 | May 1957 1957 | 1958 May 1958 
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} | | | 
Alabama....................-.| 21,974 | 6s | 0.26] 23, 526 | 60 0. 26 
EELS Se 32, 638 | 109 | . 33 | 34, 809 | 121 . 35 
Arkansas__- secon oe 21, 244 | 124 | . 58 22, 040 | 103 47 
as cenchahig suid sai 270, 644 903 | . 33 | 276, 065 | 956 . 35 
Colorado._- ee 21, 663 | 31 | 14 22, 685 | 32 14 
Connecticut. ........- oud 25, 737 | 111 | . 43 | 28, 128 | 157 . 56 
Delaware. a | 3, 680 | 8 | =a 4, 293 13 . 30 
District of Columbia_...-_--- 1, 599 | 5 | 31 | 1, 532 | 10 . 65 
Florida. nonso=f 62, 243 | 159 | . 26 | 65, 890 100 .15 
Georgia___ ieee : aaa 32, 612 | 183 | 56 | 35, 091 | 292 83 
| See 12, 270 37 | . 30 | 12, 295 | 25 . 20 
II acd i sence 60, 512 161 | 27 | 60, 741 248 .41 
—- pate : onl 60, 020 333 | . 55 | 61, 763 | 359 . 58 
Ne ee ee 18, 930 103 . 54 | 19, 977 | 7 39 
Kansas. - ._- eee | 35, 961 | es . 52 | 37, 606 | 224 . 60 
tucky~ a ee 18,89 | . 23 | 19, 065 40 .21 
Louisiana... we ceeeeennee--| 34,024 | 164 48 35, 649 | 167 AT 
ID dash es pn pede nara 6, 993 | 97 | 1. 39 7, 829 133 1.70 
cerns ee ‘ | 21, 614 | 69 32 23, OO1 | 64 .28 
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ae picea rege eananae 7, 606 12 | 16 | 8, 084 | 28 . 35 
sso are hace eon alia eae Aad 18, 308 96 | . 52 | 19, 178 | 132 . 69 
Nevada Societe 8, 086 | 40 | 49 8, 268 40 48 
New Hampshire__.__...____-- 2, 003 31 | 1. 55 2, 250 | 46 2. 04 
a soar - . ee 59, 033 | 362 .61 | 61, 050 | 556 91 
.  . | 14, 855 24 .16 | 15, 440 34 . 22 
New York-_- gc Lctans 106, 697 | 640 . 60 | 115, 462 | 802 . 69 
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ashington | 72, 853 382 . 52 75, 701 | 361 . 48 
West Virginia Sik 11,214 20 | .18 11, 220 31 28 
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Alaska 2,118 | 74 3.49 2, 273 56 | 2. 46 
Hawaii ate sania 8, 872 60 | . 68 8, 963 57 . 4 
Puerto Rico 7 if 4, , 113 57 .40 15, 491 34 22 
a 1, 859, 160 7, 222 .39 | 1,941, 329 8, 768 | 45 


Mrs. Sutuivan. Mr. Chairman, my questions will touch on various 
facets of the testimony we heard this morning from the gentlemen 
representing the different sections of the housing agency and Mr. 
Mason, if you don’t mind, I will work on you first. 

Mr. Mason. Good. 

Mrs. Sutiivan. You say on page 2 of your statement that section 
102 of the administration bill aims to reduce the closing costs and 
assist in arranging home sales, trade-in houses, and so forth. 

Can you give us some information on how this would work? Can 
you give us some detail ? 








HOUSING ACT OF 1958 71 


Mr. Mason. It is a simple operation. A builder in order to sell a 
new house has to sell the house of the individual—I mean most of the 
people buying houses nowadays already have a house. So the builder 
in order to sell the new house has to help the man sell his other house. 
He takes the house the man now has in trade. He gets it valued by 
FHA and finds out how much of a mortgage a buyer of that new 
8 could have. He gets 85 percent of that in e: ash, and the other 

15 percent is put in escrow. He has a year and a half in which to 
find a buyer. If he finds the buyer within that time, the buyer gets 
the loan for the full amount; if not, the builder’s loan it is reduced 
by the amount of 15 percent. It saves one closing transaction for 
the new buyer, an item of over a hundred dollars in many parts of 
the country. 

Mrs. Sutiivan. I am asking that for information because I am 
not too well informed on the buying and trading in of houses, but I 
know that is a question in the minds of many people, and I thought 
if you would explain it a little more fully, it would be helpful. 

Mr. Mason. I am glad we have the opportunity. 

Mrs. Sunivan. On pages 2 and 3, when you discuss section 207, 
et for the aged, have any loans ‘been made to date to nonprofit 

anizations? For the recor d, could you supply the committee with 

ist of applications, the locations from which those applications 
ha e come, the type of building proposed, the size, and so forth, and 
also the number and name of the applicants to whom loans were 
made? 

Mr. Mason. Again, we insure the loans that private individuals 
make to these nonprofit organizations under this program. This is 
not a loaning program but like all of FHA programs it is an insuring 
program and we have a list which I would be very happy to give you 
showing the loans which have been insured, the loans that have been 
committed and the ones that are in the process of being considered at 
the present time. 

Mr. Rarns. How long a list is that? How many pages does it 
cover ¢ 

Mr. Mason. It isnottoolong. Ibelieve I have one here. 

Mr. Core. It is not too long, about 35 items. 

Mr. Rarns. We will include it in the record. 

(The data requested above is as follows :) 
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Housing for the elderly—Summary of project operations as of May 31, 1958 
(all under sec. 207) 


TOTAL CONSTRUCTION 














Status of operations Number Amount Units 
—— —— - ———-—__—_—__ — _ _ — —_ —_ a — — ‘i ° 
DE TIE ssn scbssctccnecnennscnecpupasieeuaexedeennde 27 $26, 800, 900 3, 360 
Less: 

EO CERNE CODD ccs vdcdvcwittadevaktbtteebetnnenndwe 1 425, 000 | 7 
Ck SE okieintecinddetrnndecbavis te hsctdinwabaiiememeuecanul 6 5, 776, 400 781 
I iis ob ants cee deennndamenencsenkaia 20 20, 599, 500 | 2, 501 

Se Be CR SI ie iaiba Sen enw nc cn sun dacanndedcen’edackeaasdene eheeainca ulead ae aetaeensaaneel 
ee SES RINGING gs. c ovinc woccniddcmbddownbiidanbtwass 20 20, 599, 500 2, 501 

RR CRI GO osc nciictcinccnonedannecngesebinascanpsagiibgeaninddaneseqguencamemamanndi chads 
Fee CUO IRE, oS oi sco cidtnanedddnvadteeudkddsbienks 20 20, 599, 500 | 2, 501 
a Sk Rilhats é cticiiaadnddn kddaciawidnteinadidbewdadinan 12 10, 070, 100 | 1,178 
Dares BTEO GADD sos sdk icc itedisicenecs<caassawee 8 10, 529, 400 1, 323 





Less terminations.................. in catenins en dcmiaeden diate 








IE Bic. dtd nicticadctinbdacinddbadebebdiodiamanal 8 10, 529, 400 1, 323 


CONSTRUCTION PROGRESS 





Projects Units 








I iia pices ta eed daca ba tia tn ae ben ain eg da aidan anata 
Eee Se CI on cer cuencnigtaectcecescteticcoore Cihtwodsdadhadnned 
Actual units under construction 
Ta I a in ses cam eoaneieeoeeeen tae 
Units not started 
Projects not started 








Data above exclude firm proposals nearing the application stage involving 30 projects and 2,721 units. 
Hotisitig for the elderly projects and firm proposals for projects have’ been reported for 25 States. 


Mrs. SuttivAn. Now I need some further information, when you 
talk about section 217 of the administration bill. You talk about the 

$4 billion plan for the new mortgage insurance authorization. How 
will this operate ? 

Mr. Mason. Well, the Congress has two controls over my agency. 
One is how much mortgage insurance I may have outstanding, and the 
other is how much of my income I may spend to run the agency. ‘This 
proposal here has to do with the control which Congress has over how 
much outstanding mortgage insurance I may have, : and each year the 
Congress looks at what we have, we come up and tell this committee the 
amount that we feel will be needed for the next 12-month period. 

At the end of the 12-month period, we cancel off what we don’t use 
and start in with a new year’s period and we are asking this commit- 
tee for $4 billion worth of author ization, that i is, you say to us, “You 
may write $4 billion worth of new mortg: age insurance.” T his means 
about $7 billion of business altogether, « or a little bit more, perhaps, 
because we have policies that are paid up each month and polici ies that 
are committed and then not taken up. 

Mrs. Suttivan. As I listened to you this morning reading that por- 
tion of your statement, I was under the impression that at the begin- 
ning of the year you w vanted $4 billion authorization set up. At the 
end of your year, if you only write $2 billion and it is to be set up for 
the next year, you ouil want another $4 billion set up for the following 
year, is that right ! ¢ Sothat each year that you start there should be the 
fund of $4 billion authorization. 
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Mr. Mason. Each year we start new with $4 billion, we do not carry 
over anything except the existing policies. 

Mrs. Sutnivan. Now, getting back just for a moment to this FHA 
weqiisition of defaulted home mortgages : On the subject of he ‘Iping the 
FTA borrowers in economic trouble, what would you think of a pro 
\ ision in the law whic h would permit you to orant moratorium in the 
case of serious unem iployment so that the prince ipal payments could be 
postponed for as lon g as necessary to get the borrower on his feet ? 

Tn other words, only interest payments would have to be made to 
keep the loan current and the term of the loan could be exten ded beyond 
the present statutory maximum. What would you think of that / 

Mr. Mason. Well, at the present tine, Mrs. Sullivan, we ee part 
of that. In other words, we have the privilen of foregoing or per 
mitting the lender to forego the collection of the amortization. We 
do hoi have the ability to extend the loan bevond the statutory WwaN! 
mum, which is 30 years. If the loan is written, however, for 25 year 
we could extend it from 25 to the statutor vy maximum of 30 years, but 
in most cases this sores would 1 not be necessary, but at the present 
time, when a man is in trouble, his lender without coming to FILA, 
without any redtape at all, can grant this man a moratorium up to a 
year on the principal payments, and longer can be granted by the FHA 
if the lender is willing to do it. 

Mrs. Sututvan. I think you went into that feature in detail before 
and I just wondered what you thought about postponing the loan and 
collecting the interest. 

Thank you, Mr. Mason. 

Mr. Steiner, I just have one question of you. Can you tell us of a1 
locality which has had Federal funds forced on them for planning 
urban renewal projects ? 


As I understood your testimony this morning, you said in the past 
a number of projects have gone into effect without the interest to 
Carry them on. Is there such a thing is urban renewal be ne forced 
on a community ¢ 

Mr. STEINER. Mrs. Sullivan. ho, it is hevel fore | ipo} the com 


munity | Vv the Federal agency. There were in the ear days of the 
program and are still a few communities where applications have 
been made for planning funds by interested people in the community 
where there was not a suffic’ | atly broad base of interest in the com 
munity to carry the project on for ward past the P Nanning pha Se. 

Mrs. Sutiivan. Would they have been made by elected officials of 
that community or just by possibly interested persons in the com 
munity ? 

Mr. Sterner. The applic: ations come from local public agencies 
which vary from State to State, depending upon State law. In some 
States these agence les are housing authorities. In some cases they are 
redevelopment authorities, In some cases they are city ove rime nts. 
There is never any situation of the Federal agency trying to force 
projects on a community, but we have had the situation where a few 
local officials have wanted to start a program and then as they have 
gotten into it and found out more about it and proceeded with their 
plans and as other people in the community have become more 
familiar with it, a decision has been made locally not to proceed with 
the project. ' | 
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Mrs. SutLivan. So it has been started and stopped by someone, 
then, in that locality, not by someone here in the Federal agency 4 

Mr. Sterner. ‘That ts correct. 

Mrs. Suniivan. Thank vou. 

Mr. Srerer. Perhaps I should amend that to say that on the stop- 
ping end of it there are a few cases where projects have dragged for 
a number of years in planning where the decision to terminate was a 
Federal decision, but only after a project has been in planning for a 
number of years and the locality has been given an opportunity to 
activate it and has not done so. 

Mrs. Sunuivan. All right, thank you. Mr. Slusser, I am probably 
getting into something that is too deep to get into at the moment, but I 
am from a large city and I understand that in large ¢ ‘ities it has been 
prevalent in most instances that I know of, that when they are build. 
ing public housing, they build the high-rise apartment projects. 

[s there anything in the present law which forces an authority to 
build a project in the same area or location where the slum has been 
torn down ? 

Mr. Suusser. There is nothing that forces them to build it there; 
ho, 

Mrs. Suttivan. In your reports from these sections of the country 
where they have these high-rise apartments can you tell me what the 
record has been as to the success of the projects? Are the areas 
happy with the high rise or are they having trouble? 

Mr. Susser. Well, we have areas where high-rise buildings are 
normal, I think in Mr. Addonizio’s area, northern New Jersey, thev 
are accepted very well and it is a part of the normal living pattern. 
That would be true in New York and some of the other cities, Chi- 
cago, and so on. ‘There are other cities, though, where they object to 
the high-rise buildings. That is principally I would say in the plain 
cities, such as St. Louis, Detroit, Minneapolis-St. Paul, where they 
are not so well accepted. However, it is sometimes a necessity be 
cause of lands costs, to get the density to build within reason. 

Mrs. Sutrivan. The thing that I was concerned about is trying to 
rear children in large apartment houses, where children probably are 
not supervised as carefully as they should be, use the elevators and 
areas where they shouldn’t be play ing as their playground, and that, 
to me, is the big danger of high-rise apartments. I would like to 
ask you if the majority of families living in the public housing projects 
have children or if most of them are couples or older people whose 
‘hildren are grown? 

Mr. Stusser. No: I would say most of them have children. We had 
a recent survey and your city was one of them, in which we were 
trving to find out exactly what the tenants were thinking within the 
projects, what their attitude was toward management and such. Quite 
surprisingly, there was not very many comments about living in high 
rise buildings. 

Mrs. Sutnivan. Do you mean from the parents? 

Mr. Siusser. From the tenants. 

Mrs. Surnivan. The tenants with children? 

Mr. Stusser. Yes. 

Mrs. SuLtiivan. You mentioned in your statement about the terrific 
cost per unit for just the land that the project is to be built on. What 
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is the thinking of the housing authorities where these high-rise apart- 
ments are going up? Have they tried to find other localities in their 
community? Are they perfectly content to build them where they 
have torn down the slums? 

Mr. Stusser. I think there is new thinking. I think the old think- 
ing was to assemble the land and build through concentration upon 
the land. There is new thinking now to break up the projects and 
even though they are slum sites or urban redevelopment sites, to build 

scattered on the site, that is to build an apartment house on the corner 
ond then one down on the other corner and one in one block and then 
another in the next block, but not make a concentration of housing in 
the area. 

Mrs. Sutiivan. I know I have been extremely critical of our own 
particular projects in St. Louis because of the fact that they built 
these enormous projects without taking into consideration the 
churches, the schools, the shopping areas. The people were moved in, 
and then they had to hire buses to transport the youngsters back and 
forth to school because the buildings were put up before they ever 
even started—I guess it was on the planning board—but before the 
schools or the pl: aygrounds or anyt hi ing were starte . 

Mr. Susser. I believe you have something like 2,600 or 2,800 units 
in 1 location concentrated. 

Mrs. Sutiivan. Yes; and there are no schools near it, and no shop 
ping facilities, and, of course, another pap in putting up these build- 
ings where slums were torn down, the areas in most cases could be 
more suitably used for business ee 3S ‘nl I know that the com- 
plaint has been we can’t build garden type because the ground is too 
expensive. 

Mr. Stusser. That may be true with respect to those particular 
sites. 

Mrs. Sutiivan. Then what I was wondering 


< 
os 


is this: How can we 
encourage the local authorities to exp lore the poesia lity of garden- 
type apartments in various sections of t] city where c hurches. schools. 
and playgrounds : and everythi ne else wert siecady located 7 

Mr. Stussrer. They have that authorit y to do that now. 


Mrs. Suuuivan. They have? 


Mr. Stusser. Yes. They are somewhat sapeigi about thei 
management problems. However, I thi a the ‘re are offse toting factors 
in the construction costs. It m ay be a littl] bit more difiicult, as to 


management problems, where you have iviaed projects, but it just 
appears to me to be more reasonable to build to the character of the 
neighborhood than to build by concentration where it can be avoided. 

Mrs. Sunuivan. Mr. Slusser, there is jus one othe 1 thine I would 
like to ask you. Where, for my ow n inf ormati on, could I Vet the 
thinking of people from all parts of the country on the success that 
they have had with their public housing projects that have already 
been built and have been in operation? I know that there must be 
some place where reports are given or obtained to know those that 
are working successfully, those that are having trouble, why the 
trouble, and just get an idea as to what is going on throughout the 
country. 


(rr 
— 
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Mr. Stusser. The only place I would know that you could get that 
information assembled would be through the National Association 
of Housing and Redevelopment, Mrs. Sullivan. 

Mrs. Suutivan. Is there any report made to your agency? 

Mr. Susser. Yes; we get reports from the local authorities. We 
also obtain information through our reviews, management reviews, 
and through our audit reports. We have a pretty good idea. 

Mrs. Sunivan. I understand the housing development officials 
will testify. So, we can probably get some information from them. 
That is all I have at the present time. Thank you, Mr. Slusser. 

Mr. Ratns. Do you have one more question, Mr. Betts? 

Mr. Berrs. I wanted to direct a question to Mr. Hazeltine. 

I was interested in this guaranty-loan program for college housing. 
I have always sort of taken a dim view of Federal funds being used to 
help big State universities. I think that the States have enough of a 
tax base for them, and I have always been gratified by the interest 
shown by you in helping the smaller colleges. I think that is where 
the greater need for help is. You have helped two colleges in the 
district I represent, and they were deserving colleges, little colleges 
that just didn’t have enough to get over the hump as to dormitories. 
Now, I understand your proposed program would be directed mostly 
to the smaller, private colleges; is that correct ? 

Mr. Hazertrne. It would be available only for the borrowers who 
cannot borrow with tax-exempt issues, which would be only the private 
colleges. We are, of course—and I appreciate your saying so—tre- 
mendously interested in the small schools. We do not know, as I 
stated in my testimony, just how this guaranty program would work 
out. We think it would be a very wood idea to have it available and 
then start exploring through the various investment circles, and all 
that sort of thing, and see if we cannot get built up another additional 
source to the various colleges of funds for the college housing program. 
We do not believe that the college housing program should support 
that the Federal part of t he college housing program should support 
all of the dormitory construction, or a large part of it, and we think 
that we can, perhaps, interest others by the use of this guaranty pro- 
gram. 

Mr. Berts. Well, like you, I wouldn’t want to commit myself, but 
it sounds good to me, and I want to be interested in it. 

Mr. Hazevrine. I don’t think it would hurt a bit to have it on the 
books, and we will a y to go earnestly and diligently into developing 
it as soon as we have the tools. 

Mr. Berrts. I have one further question. 

Mr. Ratns. Go right ahead. 

Mr. Berrs. I ran into something here on page 12 of your statement, 
Mr. Cole, the last sentence in that second complete paragraph. Do 
you mean to imply there that the home loan guaranty plan could lead 
to the elimination of VA loans? 

Mr. Cotr. Yes, definitely. When I say “definitely” I mean to imply 
that it is definitely possible. 

Mr. Rarns. I have a few questions. I realize, as I sit here, I can 
think of a thousand questions that need to be asked, because we want 
to write a good bill. The committee has a schedule that is full for 








SO HOUSING ACT OF 1958 


every minute, and we have to report this bill at the end of these 2 
weeks. As you know, we are getting toward the end of the session. 
I don’t have time to ask all of the questions I would like to today, 
and, naturally, with all of the fuss and furor that is going on over 
Mr. Slusser’s problems in the Senate, we are going to have to dig into 
the so-called local-autonomy bills which we haven’t been even able 
to inquire about. I don’t know when it will be, but I hope you will 
hold yourself in readiness, either to answer questions which the com- 
mittee will send down to you or to come back and talk with us further. 


We are running against a time limit, as you gentlemen well under 
stand. 

Mr. Cote. Very well. 

Mr. RAINs. Two or three questions, and we W il] have LO close for the 
day. 

Mrs. Sullivan asked questions about the high rl elevator build 


ings. Already in the law and by regulation you can build, as you 
mentioned, in Cedartown, Ga., garden-type, scattered housing under 
your pub lic housing program ? 

Mr. Stusser. Yes, sir. 

Mr. Rains. The trouble has been as to the high cost of the land in 
the area in which they want to build. 

Mr. Stusser. Yes; they generally are built on high-cost ¢ slum sites. 

Mr. Rains. Why is it in Detroit—and IT am speaking for the mayor 
when I ask this question—why is it in Detroit, where you have land 
available where you could still build the garden type or scattered 
type of housing and stay within the cost limitation, why can’t that be 
done up there in that particular instance? I understand he has been 
in touch with you about that. 

Mr. Stusser. Well, that is not what they have submitted to us. 
They have submitted some housing for the elderly, which is high rise, 
with some row-type houses of large room count, and those have gone to, 
I believe, as high as $17,600 per unit. 

Mr. Rarns. Are they over and above the limitation ? 

Mr. Suusser. Yes: we have asked them to redesign. 

Mr. Rarns. I am just wondering, as long as it stays within the 
per-room cost why you cannot approve the Detroit project if you 
have the land available at not too high cost. 

Mr. Suusser. The statutory room cost, of course, establishes the 
legal limitation. However, we must consider the total cost to assure 
that low-rent housing is being provided at costs which are within 
reasonable range of what comparable private housing may be built for. 

Mr. Rarns. Now, Mr. Mason, Mr. Sikes, of Florida, has introduced 
a bill which you didn’t comment on and he has a proposal to make 
section 203 (i) loans applicable to existing housing. ‘This is low-cost 
housing away from built up areas, maximum loan $8,000, and it is now 
confined to proposed const Bain. as you know. 

Mr. Mason. Yes. 

Mr. Rarns. Offhand, I don’t see why a homeowner shouldn't receive 
the benefit of that if they want to buy an existing house outside of 
urban areas. What is your position on that? Congressman Fascell 
and Congressman Sikes and many others tell me this would help 
greatly for housing for low-income families and housing for elderly 
families. 
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What do you think about that amendment / 

Mr. Mason. One part of Congressman Sikes’ bill I disagree with. 
He wants to raise the limit from eight to nine thousand dollars on 
203 (i) housing. 

Mr. Rains. Now the Senate did raise that limit, did they not? 

Mr. Mason. Not on 203 (i) ; no, sir. 

Mr. Rains. All right. 

Mr. Mason. It is my opinion, sir, that we have a responsibility to 
the American people not to keep increasing and increasing the cost 
of this housing. Until last summer, last August, the 203 (1) pro- 
gram, the mortgage was $6,650, and we had people building under 
that. Last year we raised it to $8,000, and it is my opinion we should 
stay with that limit for a while. 

Mr. Rarns. What isthe regular 203 limit ? 

Mr. Mason. $20,000;.203 (1) is the low-cost housing program 
with lower standards for streets, location, and slightly lower stand- 
ards for construction. 

Mr. Rains. Of course, you start getting some 203’s for $9,000, don’t 
you‘ 

Mr. Mason. Oh, yes. 

Mr. Ratns. Then this would make 203 (i) in competition with 
regular 203’s is that it ? 

Mr. Mason. There is no competition really. It is a matter of 
location and a matter of cost. I think we should try to keep the 
pressure on the building industry to get housing for moderate-income 
people. They have proven they can provide it. If you increase the 
limit, you take away some of that incentive. 

Mr. Rarns. I think there is some truth to what you say. 

Mr. Mason. As far as the balance of the Congressman’s program, 
I see no reason why it wouldn’t work perfectly all right. 

Mr. Rats. Thank you very much. Now I did not get to inquire 
in detail about the CAP program, and it would take a long time to 
do it. Since one of the peoun ams is in my home State of Alabama, 
[ am quite versed on what is going on. I want to go into some detail 
__ it, so I will either inquire about that program when you come 
back or submit some ca or 15 questions for the record. 


Mr. Mason. Whichever is more convenient for you, 1 would be 
happy to do. We are very enthusiastic about this program. We are 
learning things as we go: along . Ithas merit. 


Mr. Rarns. I think it has considerable merit. Of course, there 
will be other questions, I am sure, about the home guaranty pro- 
gram because we are going to try to shore up as we go along some 
of the uncertainties which have surrounded it up to now and get our- 
selves down to some concrete proposals. 

I appreciate you gentlemen staying with us. I appreciate the 
members’ cooperation. I wish the day were longer and we were all 
refreshed, but we will excuse you gentlemen now. Thank you very 
much, 

Mr. Corr. Thank you. 

Mr. Rains. The Home Loan Bank Board will be here tomorrow 
morning at 10 o’clock. 

(Whereupon, at 4:10 p. m., the subcommittee adjuorned to recon- 
vene at 10 a. m., Tuesday, July 8, 1958.) 
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TUESDAY, JULY 8, 1958 


Hovusr or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., Hon. 
Albert Rains (chairman of the subcommittee) presiding. 

Present: Messrs. Rains, Addonizio, Barrett, Mrs, Sullivan, Messrs. 
McDonough, Widnall, and Betts. 

Mr. Rarns. The committee will be in order. 

We have with us this morning the Federal Home Loan Bank Board, 
Mr. Robertson, Mr. Dixon, and Mr. Hallahan. 

Will you gentlemen come around, please ? 

Gentlemen, we are glad to have you before the committee and to 
see you all looking hale and hearty. We are going to let you proceed 
as you wish. We have plenty of time this morning. 

The witness who was to follow you, Mr. Arrington, of the Defense 
Department, had a death in his family, and so you are the whole show 
this morning. 


STATEMENT OF HON. ALBERT ROBERTSON, CHAIRMAN, FEDERAL 
HOME LOAN BANK BOARD; ACCOMPANIED BY MEMBERS, IRA 
DIXON AND WILLIAM J. HALLAHAN 


Mr. Rosertson. Thank you, Mr. Chairman. With your permis- 
sion, I shall read a brief statement. 

The members of the Federal Home Loan Bank Board are happy 
to have again the privilege of appearing before the subcommittee 
on matters of interest and importance in the home financing field. 

Our principal testimony today will be on H. R. 10637, a bill to 
create a Home Loan Guarantee Corporation for the purpose of pro- 
viding partial guaranty of mortgages on homes designed for single- 
family occupancy. 

The Board favors the general objectives of the bill in that it is 
designed to help make housing available to a greater number of poten- 
tial purchasers and reduce the use of second mortgages and other forms 
of secondary financing. 

However, we feel that there are certain fundamentally objection- 
able features of the bill which offset the beneficial portions and leave 
open for further consideration the desirability of additional study 
of this and alternative methods of accomplishing the intended pur- 
poses, 
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Before commenting specifically on the measure, we should like to 
touch briefly on some tatters of bac kground. 

During the postwar period there “has been a considerable amount 
of statutory hberalization of terms in the nonconventional sector 
of the home financing field. These liberalizations in loan-to-value 
ratios and in downpayments and maturities have served to make 
necessary a reconsideration of the customary limitations on conven- 
tional lending. Such a reconsideration is needed for the purpose of 
determining whether some relaxation on these limitations can safely 
be made with a view to the attainment of wider home ownership and 
the elimination of secondary financing. 

Quite recently, in April of this year, this problem has been crystal 
lized by action of the legislature of one of the leading States in pro 
gressive advancement in methods of home financing, in enacting legis- 
lation authorizing savings and loan associations and savings banks 
of that State to make home loans up to 90 percent of appraised value 
with certain safeguards, including the establishment of internal 
reserves. 

In view of this recent development it is the opinion of the Board 
that serious consideration must now be given to the whole matter of 
the making of higher percentage loans by savings and loan asso- 
ciations. 

This problem involves a number of questions which should be given 
thorough study and examination. 

First, can the needed safety be assured through safeguards appli 
cable only to the particular association, such as the requirement of 
internal reserves / 

Second, can it be assured through such measures plus a possible 
increase in the premium of the Federal Savings and Loan Insurance 
Corporation, a step which in itself would require further legislation / 

Third, is it necessary, and is it feasible, to provide, in lieu of or in 
addition to measures of the foregoing types, some form of risk distri 
bution in the nature of a partial guaranty / 

Since the crystallization of the prob en has occurred only recently, 
the Board is not yet ina position to make definitive cone lusions as to 
the action which should be taken. In this connection, H. R. 10637 
would have the following points in its favor: 

1. It would spread the risk among the re meting associations. 

It should bring a widening market for housing im the private 
enter prise field. 

3. It should relieve to a great extent the pressures fon secondary 
financing which in some areas have been of concern. 

The objectionable features of the bill may be summarized briefly as 
follows: 

The Board feels that consideration should be given to the ques 
tion whether any furnishing of capital by the Federal home-loan 
banks should not be for a limited period only, at the end of which the 
entire capital would consist of capital supplied by institutions using 
the guaranty facilities. 

The alternative provision in section 13 permitting loans on prop- 
erty not occupied by the mortgagee (the word “mortgagee” in the bill 
at this point is obviously an error for “mortgagor”) as his home but 

“in good faith intended for such occupancy” is not acceptable to the 
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Board. The Board believes that this provision might be construed to 
permit loans to operative builders and that as a matter of policy such 
loans should not be included. 

3. The Board also objects to the failure of section 13 to include 
se Hing price, if lower than appraised value, as an alternative basis 
determining the maximum amount of the loan. 

. The Board is not in favor of the settlement provisions of the bill. 
ta p: ticular, we believe that there is a lack of clarity as to the differ- 
ences between settlement methods (2) and (3) in subsection (e) of 
section 13 and as to the circumstances under which these two methods 
would respectively be applicable. We further feel that it would be 
desirable to provide greater flexibility as to the methods of settlement 
of guaranties under the measure. 

Because of the risks involved, the Board would not favor limita- 
tion of the maximum premium to 10 percent of the amount by which 
the mortgage is guaranteed until sufficient experience by operations 
“ ~ Corporation demonstrated that the limitation was realistic. 

Finally, the Board considers the bill defective in that it does not 
pr ke express authority for the prohibition of secondary financing. 

The Board regards these objects as serious and substantial, not- 
ine at the same time that there are also a number of tec ‘hniecal defects 
in the bill. 

Advice has been received from the Bureau of the Budget that enact 
ment of the proposed legislation embodied in H. R. 10637 would not be 
in accord with the program of the President. 

Our final comments are directed to H. R. 11175, which if enacted 
would become the Housing Act of 1958. 

This bill would make a number of amendments to the mortgage im 
surance provisions of the National Housing Act and to the provisions 
of that act dealing with the Federal National Mortgage Association. 

It would also amend the provisions of the Housing Act of 1949 re 
lating to urban renewal; the provisions of the United States Housing 
Act of 1937 relating to low-rent housing; and the provisions of the 
Housing Act of 1950 relating to the so-called college housing program. 
It would also authorize the use of certain moneys for surveys of the 
status and current volume of State and local public works planning 
and for surveys of estimated requirements for such public works. 

As will be noted from this brief recital, H. R. 11173 does not deal 
numnediately or directly with the operations or the responsibilities = 


the Federal] Hom 1e Loan Bank Board or the Feder al Savings an 1d Loa 


Insurance Corporation. For this reason we shall not comment on its 
provisions in detail, but will merely state that the Board would have 
no objection to the proposed legislation embodied in that bill. 

This concludes our prepared statement, and we shall be glad to un- 
dertake to answer any questions which the subeommittee may care to 
ask, 

We have received informal advice from the Bureau of the Budget 
that there is no objec ‘tion to the submission of the foregoing testimony. 

Mr. Rarns. Thank you, Mr. Robertson. Because the subcommittee 
is going to be looking for information on the loan guaranty plan we 
are not wedded to any specific language. I agree with 2 or 3 of the 
statements you made concerning certain objectionable features, for 


example, about not having a requirement prohibition, no secondary 
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financing, and certain technical deficiencies. The bill that was origi- 
nally introduced was sent out, as you know, to get opinions across the 
country as a committee print, and we are aware of certain defeats in 
the language of the bill itself, and most of the items which you set out 
we would agree with. 

But what we are more interested in today from you gentlemen are 
basic, fundamental questions about the plan. You say in the begin- 
ning of your statement that you favor the general objectives of “the 
bill, and Mr. Cole said that yesterday and then spent the rest of the 
time giving it the kiss of death. 

So we want to know, first, what are the objectives of the bill that you 
favor. I am going to get t down to brass tacks with it tod: ay. What 
objectives of the bill do you favor ¢ 

Mr. Rozerrson. The objectives of the bill, as we understand it, is to 
make the purchase of homes available to more people; namely, those 
people who might not have or do not have the downpayments presently 

required for conventional mortgages, and I think the collateral objec- 
tive is to make those mortgages ‘safe for the lender , and in our particu- 
lar case safe for the savings and loan industry and for the Federal 
Home Loan Bank System, which we supervise. 

Mr. Rarns. Of course, that is a general statement, but in specifics 
we would all agree with that statement, that the intent and purpose 
of it is to provide the opportunity for the American people to get 
more homes at reasonable interest rates where the program would 
mean safety for the Federal savings and loan investors and depos- 
itors, and at the same time would carry the adequate degree of safety 
for the Government in the insurance program that it carries on. 

Now, that being basic, other than these technical objections which 
you have placed to the bill, which could be straightened out, other 
than that, what other objections do you see to the bill ? 

I will be more specific. Do you object to it? And when I say 
“you,” I am asking if the Board objects to it—on the basis that it 
would endanger the deposits of people in savings and loan associ- 
ations. 

Mr. Rogsertson. I would say “No,” and I think if it were properly 
set up and properly administered it would not. 

Mr. Ratns. Do you object to it because you have fear that it would 
wreck the FHA insurance program, as such ? 

Mr. Roserrson. We have never thought of it in those terms. 

Mr. Rarns. Do you object to it because it does not have presently 
I am not saying that it could not have—but it presently does not 
have a controlled inter est rate in it / 

Mr. Rovertrson. No, sir. 

Mr. Rarns. If the bill were to be enacted as a part of the Housing 
Act, would the Board suggest that it have a limitation on the interest 
rate? 

Mr. Ropertson. I would say—and this is subject to confirmation 
by my associates—I would think it should not have a controlled 
interest rate. 

Mr. Ratns. Would the Board, if it were to be enacted, be willing 
to assume the public responsibility that interest rates of Federal sav- 
ings and loan associations would not get out of line completely with 
the interest rates of other lenders? In other words, would you have 
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the mechanism whereby you feel that you could police interest rates 
so that they could be kept in line with interest rates generally on 
similar type loans ? 

Mr. Rozertson. I should think that our only control over interest 
rates would be the statutory limitations that the various States im- 
pose on the lenders. I doubt—and I should like to have Mr. Halla- 
han comment—lI doubt if we would have any authority beyond that. 

Mr. Rarns. Well, of course, those are usury rates only, and I don’t 
think the committee would want to let the usury rate be the top. It 
would want a little more assurance that it wouldn’t be bouncing 
against the usury rate all of the time—or we would want to put a little 
more control, without placing a completely static rate in the program. 

Do you think, Mr. Hallahan, that the Board, by suasion, or by 
some built-in wording i in this bill, could have a guiding influence on 
the interest rates of savings and loans that do business with your 
Board ? 

Mr. Hatianan. Mr. Chairman, maybe a better way to answer your 
question would be to give a summary of the average portfolio inter- 
est rates of savings and loan associations for the last 6 years. For 
instance, in 1952, the average rate was 4.97. In 1953 it was 5.03. In 
1954 it was 5.06. In 1955 it was 5.12. In 1956 it was 5.15. And in 
1957, it was 5.25. In other words, 514. I think generally that 

Mr. Ratns. It should be remembered, too, that at the time those 
interest rates were being kept by the Federal savings and Joan within 
those boundaries, that the greater percentage of those loans were 
conventional loans, were they not ¢ 

Mr. HaLianan. Yes, sir, 

Mr. Rains. Do you know offhand about what percentage of loans 
in the last few years made by savings and loans have been conven- 
tional ? 

Mr. Hatitanan. Yes, sir. I think the last specific figures I have, 
Mr. Chairman, would be through December 31 of 1956. I don’t be- 
lieve we have our 1957 compilation completed. But at that time 
about 78 percent of the loans the savings and loan associations held 
were conventional loans. 

Mr. Rains. About 78 percent? 

Mr. Hatianan. Yes, sir. 

Mr. Rains. Now, at the same time that the savings and loan asso- 
ciations were making 78 percent of their loans conventional, the 
interest rates followed those percentages which you put in the record ; 
is that correct ? 

Mr. Hatianan. Well, as I say, the figure I gave you was for the 
year-end 1956. 

Mr. Rains. And those are averages ? 

Mr. Hatitanan. The average interest return on the portfolio was 
5.15. 

Mr. Rarns. Now, if the interest rates stayed within those bounds 
on 78 percerft of loans that were conventional without a controlled 
interest rate, what percentage of loans could be fairly anticipated 
to come under a loan guaranty program, such as we envision in this 
particular bill here? 

By that I mean, would the 78 percent factor likely hold true for 
the conventional loan sector, if we were to enact such a plan as this 
loan guaranty plan? 
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Mr. Hatitanan. Would you treat loans under this plan as con- 
ventional loans ? 

Mr. Rains. No; for the immediate question I would not treat them 
as conventional loans, because they have a type of insurance which 
the conventional loans do not have, a percentage of insurance. 

Mr. Hatianan. I would think—well, you would have to gen- 
eralize on that, Mr. Chairman. I would think that probably 70 per- 
cent of their loans would still be loans which were not made either 
under the GI or FHA programs, or under this program if enacted. 

Mr. Ratns. I think that is a fair figure. I admit it is general. 
But 40 percent is the highest percentage of loans that could be ex- 
pected to be under the loan guaranty plan ? 

Mr. Hatnanan. I think that might be a fair estimate, because there 
are a number of loans, as you well realize, in which the borrower him- 
self does want to make a high downpayment, or to put it another w ay, 
does not want to borrow the maximum amount which he could obtain 
in order to purchase or construct. So I would imagine those loans 
would never come under this or any other program. 

Mr. Rarns. What percentage of loans for family dwelling units in 
the last few years have been made by savings and loan associations ? 

Mr. Hartanan. It has been running for the past 2 years between 36 
and 39 percent. 

Mr. Rays. Of all loans for family housing units / 

Mr. Hatitanan. One to four family units. 

Mr. Rarns. Have been made by savings and loan associations ? 

Mr. Hatianan. Nearly 2 out of every 5. 

Mr. Rarns. In other words, in dealing with this particular plan, 
then, we are dealing with the major facet of the home-financing field ; 
is that correct ? 

Mr. Hatuanan. That is true; yes. 

Mr. Rarns. Do you think, Mr. Hallahan, it would hinder a program 
like this to have a fixed interest rate, a ceiling on the loans ? 

Mr. Harianan. I would say it would hinder. 

Mr. Rarns. Do you think it would be better, realizing that a great 
many people, especially Members of Congress, would look with some 
disfavor on any type of federally insured loan that did not have some 
kind of ceiling on the interest rate, would it be feasible and workable 
if you set a rate, not fixed, but a top ceiling on the rate beyond which it 
could not go? 

I will suggest one: 514 is the FHA rate. 6 percent is the statutory 
maximum on FHA. Could this program operate with a 6 percent 
maximum ? 

Mr. Hatianan. No; there are parts of the country even today, Mr. 
Chairman, where interest rates are just a little over 6 percent. I don’t 
say there are many areas. There is at least one section I can think 
of. Generally, at the present time, they are 6 percent or under. This 
is one of those matters where you have to weigh the general objectives 
against for instance—a provision like you mentione .l—if the effect of 
such a provision would be to nullify the attainment of the objective of 
the bill which is to make homeowne rship available to a greater number 
of people, then I would say that an interest rate ceiling would be a 
depressant on achieving that objective. 
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Mr. Rains. Do you see any way whereby the Board, without being 
charged with the exact duty of setting specific interest rates for spe- 
cific Toe alities, could help to keep savings and loan associations in line 
with the interest rate charges in the various areas? Is there any 
mechanism whereby you can ‘do that? 

Mr. HAtiauan. No, competition, as you well know, is the great 
leveler in that respect. For instance, in the conventional field, cur- 
rently conventional rates run from about 5 to 6 percent, w hen you 
take the country as a whole. This time a year ago they ran about 
a half point above that on both the low and the high sides. 

I think that, without desiring to repeat myself, competition has 
to be the level in that respect, Mr. Chairman. 

Mr. Rains. Of course, you are aware and so is the committee aware 
that second mortgages in certain areas have turned out to be a very 
serious problem. Some of them are all right, I don’t mean to say 
they are illegal, but some of them are the vicious balloon type that 
are not good for the borrower or the lender. 

Do you think this type of loan such as this 90 percent loan guaranty 
would provide, would help to ease the secondary mortgage situa- 
tion ? 

Mr. Rozertson. If I may answer that, “Yes,” I think it would. 

Mr. Rains. You also, if this bill were to be enacted, would think 
that there should be a provision in it that would say if a 90 percent 
Joan were written under this program with the partial guaranty and 

it was 90 percent, that a second mortgage should be prohibited, do 
you not ? 

Mr. Rozertson, Yes, sir. 

Mr. Rains. I agree with that idea completely. Now let’s talk about 
the appraisals a minute. That seems to be another very thorny prob- 
lem. Wo you believe that the protection atforded the borrower in 
the matter of apnraisals, title insurance, and property standards by 
the savings and loan association, compares with that of other lend- 
ing institutions? 

Mr. Ropertson. I would say “Yes.” I have no reason for believ- 
ing that there is any fundamental difference in the procedures. 

Ar. Rarns. I don't know whether you would logically receive them 
or not, but does the Board ever get complaints from individuals or in 
volume complaining about inadequate inspection in connection with 
loans made by your member institutions? 

Mr. Rozpertson. Very rarely. 

Mr. Rarns. In other words, you very rarely get any criticism from 
the purchasers about that ? 

Mr. Rosertson. They very seldom come to our attention. 

Mr. Ratns. There seems to be some objection, gentlemen, to this 
program that is—well, I will call it hardheaded objection, just plain 
opposition to it, and for no other reason than the competition of the 
various lending agencies involved in it. 

Now since the State of New York—and they have State-chartered 
institutions in New York—has passed a law allowing 90 percent loans 
by savings and loan associations—and I assume their members have 
their deposits insured like may other State associations—we might 
as well admit, had we not, gentlemen, that we are squarely up against 
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the question of a 90 percent loan for the federally chartered loan as- 
sociations throughout the Nation; isn’t that likely to come ? 

Mr. Rosertson. That program is just getting underway. I don’t 
think we know as yet to what extent it is being used. The New York 
institutions tell us that they are or believe that they will be faced 
with a competitive situation. 

Mr. Rarns. Now you are talking about the problems of your own 
institutions, those federally ch: artered, are going to be faced with. 

Mr. Ropertson. Yes. 

Mr. Rarns. In other words, you are going to have competition 
among your own associations. One of them will be eligible to make 
a 90 percent loan under State law, and you are going to be giving an 
advantage to a State-chartered association over and above what a 
federally chartered association can do under that setup. Isn’t that 
true, Mr. Robertson ? 

Mr. Rosertson. Yes; the State-chartered associations in New York, 
for example, will have that competitive advantage. 

Mr. Rarns. Well, of course, it is only a matter of a few months in 
my judgment until all of the State legislatures can meet, until all 
State-chartered associations are going to have the same privileges as 
the State of New York associations. So there is going to be, for in- 
stance, in my State, a State-chartered association ‘with their deposits 
insured that can make a 90 percent loan and in my same town a fed- 

erally chartered first Federal will not be able to make the same type 
of loan. 

I am stating that in order to ask you if it is not inevitable, if we are 
to keep that type of competition out, that we do something with this 
type of program. Don’t you see it coming? 

Mr. Rosertson. The Board is, of course, aware of this situation 
and feels that it has to face it squarely. Now there is one other thing. 
There are States, of course, where I think even the 90 percent limit 
does not prevail. Is that not correct, Mr. Hallahan ? 

Mr. Hatianan. That is true. 

Mr. Rarns. I didn’t get that. What is that? 

Mr. Rosertrson. I think there are some States where there is not 
even a 90 percent limit on the State associations, by the State. 

Mr. Rains. For the record I would like to state that in my judg- 
ment some people forget, especially those in opposition to this kind 
of program, that savings and loan associations, be they State or Fed- 
eral, are usually very conservative organizations, and while they may 
have authority to make these loans and we might grant it to them, 
that doesn’t mean that each loan will be for 90 percent at all, does it? 

Mr. Rosertson. I am certain it does not. 

Mr. Rarns. One other thing. If the savings and loans are to make 
90 percent loans, shouldn’t your Board, which already has access to 
the supervisory agencies, be the agency to administer it? Do you 
think that ? 

Mr. Rosertson. Well, I think a good deal of duplication of records 
and all would be avoided if our Board supervised the corporation. 

Mr. Rarns. This is a hard question I am going to ask you and you 
can answer it as you want. It is my understanding that the United 
States Savings and Loan League which is one of the sponsors of this 
bill, has suggested a revised draft which takes into account prac- 








HOUSING ACT OF 1958 9] 


tically all, if not all, of the objections you have raised to the bill. 
Would the Board favor the plan if all of these deficiencies which you 
have raised were corrected ? , 

Mr. Roserrson. Well, I think this: If all of the objections we have 
raised were corrected, it would be a better bill. 

Mr. Rais. Of course I read down in your statement, Mr. Robert- 
son, that the Budget Bureau states that it is not in line with the Presi- 
dent’s program. Naturally I understand the implications and the 
meaning of that statement, but the deficiencies which you have pointed 
out, if they were corrected in accordance with your suggestion, you 
then would have no further criticism to make of the bill, would you? 

Mr. Rozertson. I think no technical criticism, but I think we must 
still have in mind that the program is not in accordance with the pro- 
gram of the President. 

Mr. Rains. Of course, you will forgive me for saying that I have 
deep respect for the President’s program, but I don’t always agree 
with it. Iam sure that the Congress may take the same view. I have 
a few more questions, but I don’t like to take all of the time so I will 
move along. 

Mr. Addonizio ? 

Mr. Apponizio. Thank you, Mr. Chairman. Mr. Robertson, I have 
listened to your statement with a great deal of interest and I have since 
read it very thoroughly while the chairman was questioning you. I 
realize that this Home Loan Guaranty Corporation plan is something 
new but I feel, from reading your testimony, that certainly you have 
had an opportunity to study the bill in question very carefully, be- 
cause you raise some objections to it and you approve other parts of it. 

Now I would like to pin you down a little bit more and ask you 
whether you are for this bill or against it ? 

Mr. Roserrson. I don’t know how I can answer that. I think the 
program could be made to work. I think any insurance program with 
adequate spreading of the risk and an adequate premium and eco- 
nomical administration can be made to work. 

Whether this program, with the machinery that is going to be neces- 
sary to operate it, is better than an arrangement such as there is in New 
York, for instance, I think would be very hard to say in advance. 

Mr. Apponizio. In other words, you feel that at this time you can’t 
take a position on it one way or another ? 

Mr. Rosertson. I cannot be sure. 

Mr. Apponizio. Now, Mr. Robertson, on page 4 of your statement 
I notice that you say that you think the home loan guaranty plan 
should have an express prohibition against second mortgage financing. 
Of course, I agree with that. As you know we conducted some hear- 
ings throughout the country in the past, and our committee turned 
up some very bad instances of second mortgage financing. 

Now has the Board taken any action to try to prevent second 
mortgage financing in connection with loans made by savings and 
loan associations which you have supervised, and if not, why can’t 
you issue some regulation which would prohibit second mortgage 
financing of an abusive nature ? 

Mr. Roperrson. You have asked 2 or 3 questions. I shall see if I 
can take them in order. I don’t think the Board has any effective 
means of preventing second mortgages, except by persuasion. In the 
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first place it would be very difficult for the lending institutions to 
know in advance that second mortgage financing would exist. It 
would be a very laborious process to find out whether or not there was 
second mortgage fin: incing. 

Mr. Apponizi0. Our committee found out about these abuses in the 
hearings that we have conducted throughout the country. Isn’t that 
proof enough for you that it is going on? 

Mr. Rorertson. Yes, but I think you have to take it in order. For 
instance, it would be perfectly possible for a second mortgage to be 
postdated to a first mortgage, and the first mortgage would have been 
made before the second mortgage even appeared. It would be quite 
difficult to prevent. 

Mr. Dixon would like to add to what I have said. 

Mr. Dixon. I just wanted to say as far as the Federals are con- 
cerned, we can probably make it pretty rough. What we do insist 
on is that the participating association or the lender has nothing to 
do with the secondary fin: ‘om ing. If they make the first mortgage ‘and 
then 2 months later the borrower goes to some other concern and 
arranges secondary financing, there is just nothing we can do about it. 

Mr. Rosertson. Mr. Hallahan would like to comment, too. 

Mr. Hatxianan. In addition to what my colleagues have said, Con- 
gressman, I would like to point out that the Board has tried to attack 
the fundamentals of this matter which gave rise to the secondary 
financing, in two ways. 

Last year we promulgated a regulation which permitted all insured 
savings and loan associations, which would include all Federals and 
all of those State chartered associations which had the authority 
under their State statutes to do so, to participate with the originator 
of a conventional loan, no matter where it was located, up to 50 
percent. 

In other words, if a California or Florida savings and loan origi- 
nated a mortgage loan, it could sell a 50 percent interest in that loan 
toa New Engl: ind insured sav ings and loan association. 

The purpose of that regulation was to give greater mobility to sav- 
ings funds which already existed in the savings and loan associations. 
In other words, it was to channel sur plus funds from one area directly 
into those areas that did not have a sufficient supply of mortgage funds 
to satisfy their local needs, and this last spring the Board issued for 
the first time in some 15 or 20 years, I believe, a 5-year bond which 
was sold in the private money market and was in turn re-lent to sav- 
ings and loan associations on a 5-year basis, to give them additional 
funds to again lend locally. 

This issue amounted to some $290 million, and most of the proceeds 
of this loan fell into those areas where it appeared that there was 
secondary financing taking place, namely the southeastern part of 
the United States and the western part of the United States. 

Mr. Apponizio. Now if you could control second mortgages under 
the so-called new plan which we are considering, why can’t your Board 
do it now ? 

Mr. Ropnertson. I think the answer would be that this new plan 
would give us statutory authority to do it, which we do not now have. 

Mr. Avponiz1o. And you couldn't do anything by regulation ? 

Mr. Rozerrson. That is a legal question which I can’t answer. 
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Mr. Hatianan. I can’t answer the legal question offhand. Through 
the supervisory process we are able to approach this, of course. That 
is on an individual basis and not on the broad basis that you are talking 
about today. 

Mr. Apvonizio. Now it is my understanding that only about 5 per- 
cent of the savings and loan associations, about 5 percent of their loans 
are FHA loans. Why is that? 

Mr. Hatitawan. Probably a little less than that. 

Mr. Apponizio, Well, why is that ? 

Mr. Berrs. What was the question ? 

Mr. Apponizi1o. It is my understanding that only about 5 percent 
of the loans made by the savings and loan associations are FILA loans 
and I would like to know why. 

Mr. Hatranan. Well in the figures I gave the chairman a little 
while ago with respect to the portfolios of the associations as of the 
end of the calendar year 1956, there were about 414 percent of their 
total loans that were FILA’s, about 1814 percent were GI’s and the 
remainder, about 78 percent, were conventionals. 

I suppose probably that can be answered best in this fashion. Our 
institutions serve two purposes. They are thrift and home financing 
institutions and that is all they are—83 percent of their assets are 
invested in home loans, and most of those are single-family loans. 
They are self-insurers with respect to the conventional end of their 
port foli 0. 

I think the FHA program is a wonderful program and has done a 
wonderful job, and I am sure it will continue to do a wonderful job 
in the future. ; 

Mr. Apponizto. It just puzzles me that the savings and loan associa- 
tions only take up about 5 percent FHA loans. 

Mr. Hatitanan. As I was going to say, home mortgage financing 
is the savings and loan business, this is all that they do. I believe on 
the average they feel they are as expert in this field as anybody else 
since it is their only business and they are primarily local institutions 
and lend primarily in their own localities, so they should know what 
the local conditions are. I think they feel that they can give more 
expeditious service to their borrowers by financing on a conventional 
basis than if they have to go somewhere else to get someone else’s 
approval to make a loan which they feel they are in a position to 
render a safe and prudent judgment—— 

Mr. Apponiz10. By expeditious service, do you mean redtape? 

Mr. Hauiawan. I didn’t say redtape, but the time element is cer- 
tainly a factor, 

Mr. Apponizi10. Of course, that argument kind of falls to the ground 
oe you realize by your own admission that they do service about 

8 percent of their loans which are GI loans, and certainly there is as 
on redtape involved there. 

Mr. Hauianan. I am not going to debate that. I am just giving 
you the reasons which are stated. Now the other one, of course, I 
would think would be the matter of the interest rate. Currently 
FHA’s are at 514. I would think that the average interest return 
on conventional loans currently certainly doesn’t exc ceed 5’ 34 and when 
you add the insurance premium to the FHA rate, on an interest rate 
yield basis, it amounts to about the same thing. 
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Mr, Apponiz1o. Thank you. I have no further questions. 

Mr. Rarns. Mr. Widnall. 

Mr. Wipna. I will pass at this time. 

Mr. Hatxanan. I might add another point, Congressman, as was 
stated previously, all of the home borrowers in the country don’t. need 
the high percentage loans which the FHA and GI programs make 
available and those naturally would fall into the conventional cate- 
gory. 

Mr. Rats. Mr. Barrett. 

Mr. Barrett. No questions, Mr. Chairman. 

Mr. Rarns. Mr. Betts. 

Mr. Berts. Going back to the philosophy of this thing, I gather from 
letters I receive and statements made by witnesses and from reading 
the bill that this home guaranty loan program would give more fav- 
orable terms on loans, is that correct ? 

Mr. Rosertrson. I don’t know that I understand your question. 

Mr. Betts. It would be more favorable terms as far as borrowing 
money is concerned. 

Mr. Roservson. I think the only difference would be a lower down- 
payment. I think the other terms wouldn’t necessarily be affected. 

Mr. Berrts. The reason I asked that is there seemed to be quite a 
few complaints I get by letter to this program, based on the fact that 
it would give more favorable lending terms to a certain group of 
lenders. What would be your comment on that? 

Mr. Rosertson. If I understand your question, I think the only 
difference would be that the loan-to-value ratio would be increased 
from the present, we shall say, 80 percent, to the 90 percent that is 
contemplated in this bill, 

Mr. Berts. Well, would you say that the program provides more 
favorable terms ? 

Mr. Rosertrson. Well, there are other elements in the terms of a 
loan, of course, the interest rate, the maturity, that are all parts of 
the so-called terms of a loan. This ete. a would ont have a direct 
effect on the interest rate nor would it have any effect on the term, 
the length of time that the loan might run. 

Mr. Berrs. Well, I want to find some answer to these objections 
that Iam getting. 

Mr. Hatwanan. Well, I think I know what the Congressman is get- 
ting at. Maybe that could be best approached in this fashion: The 
savings and loan associations, as I said a minute ago, have two objec- 
tives and two objectives only. They serve as thrift institutions on the 
one hand, which enables them to obtain their capital and nearly all 
of that capital is lent out to finance the purchase or construction of 
single family houses. 

Currently their general loan-to-value maximum is 80 percent. It 
will vary in some areas. For instance, in New York State, both sav- 
ings banks and State chartered savings and loan associations are au- 
thorized to make 90 percent loans, within certain limitations. I think 
that historically there has been a difference between the lending maxi- 
mum, between savings and Joan associations and other types of financ- 
ing institutions. 

or instance, I think generally now savings and loan associations 
can make loans up to 80 percent of appraised value. I don’t think 
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that applies to other lending institutions who are not primarily lenders 
in the home mortgage field. So I think probably the best answer to 
your question is that there is some disparity and there has been for 25 
or 50 years. 

IL think the answer to that is that residential lending is these insti- 
tutions’ only business, whereas other lenders have much broader in- 
vestment than do savings and loans. 

Mr. Berrs. You think then that the argument that this gives more 
favorable terms to a specific class of lenders is not well founded; is that 
right ? 

Mr. Hatnanan. Well, I will rest on the answer that I gave to your 
question. Youcan draw your own conclusion. 

Mr. Berrs. I was going to read from a letter to see what your com- 
ments would be because I am interested in trying to clear that point 
up, myself. One writer says, “I am certain that no such system should 
be established unless all those engaged in the business of mortgage 
financing are on an equal basis.” 

Mr. Hatitanan. Well, I ask the question, are they on an equal basis 
currently ¢ 

Mr. Berrts. I see. Now I was interested in your comments about the 
percentage of FHA loans taken up by savings and loan institutions, 
and the percentage of conventional loans. Do you have any informa- 
tion as to the percentage of FHA loans taken up by banks? 

Mr. Hatianan. No, I don’t; but I am sure they would be readily 
available to the subcommittee. 

Mr. Bervs, I think it would be helpful to make a comparison there. 

Mr. Hattanan. One thing the FHA program has done, and there 
is no question about it, and it is just one among a number of things, 
and that is the fluidity or mobility that it has given to mortgage 
investors. For instance, in certain areas of the country there is a 
concentration of capital. The FHA system has permitted that cap- 
ital to flow into other parts of the country and probably without it, 
it wouldn’t have gone into other parts of the country. Now I am 
speaking about the FHA loans which savings banks and insurance 
companies and commercial banks make; outside of their local areas, 
without the FHA or GI programs, I am sure that there wouldn’t be 
the volume of residential financing that there has been and the FHA, 
I think, is primarily responsible for that. 

Our lenders, on the other hand, mostly lend in their own localities. 

Mr. Bervts. I think you stated that 18 percent of the lending by 
savings and loan companies is covered by GI insurance; is that 
correct ? 

Mr. Hatuanan. At the end of 1956 about 18 or 19 percent of their 
portfolio consisted of GI loans. That would have dropped down in 
the last 2 years. 

Mr. Berts. Would you care to comment as to whether or not, in 
your opinion, this proposed program would have any effect on GI 
loans by savings and loan associations ¢ 

Mr. Rarns. You mean whether it would have any effect on the GI 
loan program ? 

Mr. Berrs. Yes. 

Mr. Hatiawan. I wouldn’t think so. 

Mr. Berrs. Your answer would be “No”? 
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Mr. Hatxianan. I would think not. 

Mr. Berrs. Now, some remarks were made about the matter of pre- 
miums. Do you have any suggestion as to what the premium ought 
to be? 

Mr. Rorertson. If I may speak to that, IT think that can only be 
determined by experience. I think it certainly should be large enough 
at the outset to be sure that it is adequate, rather than to start out 
with one which might be too low and have to have it built up. I 
think the premium should be—I don’t want to say experimental, but 
this would be a new project, and I think the premium could be deter- 
mined only by experience. 

Mr. Berrs. Well, there would have to be some basis to start on. 
Would you care to comment as to what should be the start? 

Mr. Ropertson. Well, I think the general thinking was to pattern 
it after the FHA insurance program, which has had a good experi- 
ence. However, the FHA program is old and seasoned and has been 
developed in a rising market, so that I don’t know that the FHA 
program could be a set pattern. 

Mr. Berrs. Well, now my final observation or question is this— 
it is hardly a question—but it occurs to me that we already have two 
Government organizations, FHA and VA, which are set up to insure 
loans. Now, here isa proposal to set up another. 

Now, is that the intelligent thing to do, the proper thing to do, the 
appropriate thing to do, or rather than that, should we try to get 
them all under one umbrella? You mentioned once in answer to a 
question by the chairman that you thought it would save duplication 
if the operations and functions of this new organization were set up 
under your Board. Now, would it further eliminate duplication if 
we set this all up under 1 organization or instead of creating another 
1 and having 3? 

Mr. Hatranan. I think, as has been stated a short while ago, the 
problem or the matter which the Board is considering is probably 
crystallized by what has happened in the State of New York. Those 
State-chartered institutions there are currently authorized to make 
90-percent loans. If that is safe and sound, which is one of the basic 
questions that concerns us, because most of those institutions are 
insured by us, then you wouldn’t need this program or any other 
program. 

On the other hand, although that authority exists and the objec- 
tives, I am sure, are to broaden homeownership and to eliminate 
secondary financing, are those objectives going to be achieved with- 
out some assurance on the lender’s part that the risk, which they 
undertake in making those loans, is going to be spread among a num- 
ber of institutions so that any one particular institution making that 
loan wouldn’t go under if it suffered a series of losses on these par- 
ticular loans? 

Mr. Berrs. Then you fell that—— 

Mr. Hatxianan. In other words, you have these other programs now 
and in certain areas these institutions are now authorized to make 90- 
percent loans. The question that we have to consider is can those 
loans be made safely or soundly under that program or is there an- 
other program such as the one you are currently considering which 
would make that lending, which is now permitted, safer and sounder 
lending on the part of the institutions concerned. 
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Mr. Wipnaty. Would the gentleman yield at this point? Would 
it be possible for the Federal Board at this time by regulation, to 
permit 90-percent loans? 

Mr. HaLuAnAn. Yes, sir, for Federal associations. 

Mr. Wipnatt. Just in the Federal associations ? 

Mr. Hatnanan. Yes, sir. 

Mr. Wipnatu. Has there been any thought of doing that? 

Mr. Hatianan. The Board has given some consideration to that, 
but again I come back to this question, Can it be done safely or 
soundly on an individual institution basis? I think that is the matter 
which gives the Board the most concern. 

Mr. Wipnaty. You don’t have any power under existing law to 
charge a premium for that service, do you? 

Mr. Hatnanan. Beg pardon ? 

Mr. Wipnatu. You wouldn’t have any power under existing law to 
charge a premium for the service granted to them along that line? 

Mr. Hatianan. No, sir. 

Mr. WIDNALL. Would you yield further? 

Mr. Berts. Yes. 

Mr. Wipnatn. Actually it would be necessary to have a new type 
of corporation set up if it were to cover only the savings and loan 
associations ? 

Mr. Hatianan. That is correct. 

Mr. Wipnatt. As your jurisdiction would only be over the 
Federal ? 

Mr. Hatianan. That is correct. Well, do you mean with respect 
to their basic authority? Some States would have to change their 
statutory provisions to permit State chartered savings and loans to 
participate in this program if this program were in effect because 
their statutory loan maximums are not 90 percent. I think about 28 
of the States could probably do it without any legislation currently. 
The remainder would have to have a statutory liberalization in order 
to participate. 

Mr. Berrs. Well, I was just going to sum up then, in answer to my 
questions briefly you would say that. this proposed guarantee loan 
corporation would not cause unnec essary duplication ‘and, second, it 
would not grant favors to a specific class of lenders; is that correct? 

Mr. Hatranan. Well, that, of course, isa matter of judgment. You 

make your own judgment on those matters. Some people see these 
things through different colored panes of glass, but generally that 
is SO. 

Mr. Berrs. That is all the questions I have. 

Mr. Rarns. Mrs. Sullivan. 

Mrs. Sutiivan. Yes, I have several questions, Mr. Chairman. 

Mr. Robertson, in your list of objections to the plan, you don’t 
mention protec tion for the home buyer. Don’t you think there should 
be some control on the interest rates and also on the minimum property 
standards ? 

I know Mr. Hallahan mentioned before that he thought the 6 per- 
cent maximum might hinder the program and yet I would hesitate to 
be for a b ll that didn’t have some sort of a maximum interest rate to 
protect the home buyer and also to have some nrinimum property 
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standards to prevent leaking basements and some of the other things 
that happened under the GI program. 

Mr. Rosertson. As to the interest rate matter, as Mr. Hallahan sug- 
gested, interest rates vary in different parts of the country and, of 
course, they vary from time to time in the economic cycle. A 6-per- 
cent is high at one time or, let’s put it the other way, a 5-percent 
rate is high at one time and low at another, compared with the prevail- 
ing interest rates at the time. In different parts of the country, the 
rates out in California, for example, are higher than they are in New 
England, yet relatively they are not. Therefore, it is very hard, I 
think, to say categorically what rate should be fixed. 

Mrs. Suuuivan. Yet, if there was a maximum rate put on at one 
time, that wouldn’t stop the rate being raised or lowered at some other 
given time by the Congress; whatever is necessary to meet the condi- 
tions, 

Mr. Ropertson. Well, that is undoubtedly possible. It would re- 
quire excellent judgment to know just when and to what extent those 
adjustments should be made, and as Mr. Hallahan also said, competi- 
tion in the money market is the great leveler. 

Mrs. Sutxiivan. How do you feel about the minimum property 
standards ? 

Mr. Rosertson. I don’t know that that matter has ever come into 
our consideration of this subject. Has it, Mr. Dixon ? 

Mrs. Sutiivan. Do you feel that it would be important ? 

Mr. Drxon. I think in general, Mrs. Sullivan, that our lenders are 
more careful about standards than possibly some of the Government 
programs because we never have any complaints or maybe 2 or 3 a 
year. 

Mrs. Suttivan. Well, I know we had many, many complaints under 
the GI program and it took much work on all of our parts to get the 
conditions corrected to protect the GI. 

Mr. Drxon. I know you did, but I don’t think that that is an insur- 
mountable problem at all. 

Mrs. Sutxivan. Can you tell me this, Mr. Robertson, or Mr. Halla- 
han, is there some way in which the savings and loan associations can 
participate in the urban renewal program? Would this plan help 
them ? 

Mr. Hatianan. We have had savings and loan associations in Cleve- 
land and in Detroit, two cities that I know of, that have participated 
in the urban renewal program. This program certainly wouldn’t be 
a hindrance in that respect, Mrs. Sullivan, but I would hesitate to say 
how much participation would result. 

If one of the difficulties in overall urban renewal is the financing, 
either of the displacees or the new construction which is going in, and 
it deals primarily with single-family houses, then this program con- 
ceivably could be of some assistance. 

If, on the other hand, it consisted primarily of multiunit dwellings, 
as I understand this program, it is not geared to that type of construc- 
tion at all. In other words, this is for the single-family house. 

Mrs. Suxtivan. We are talking about H. R. 10637. Under that 
plan would you see how urban renewal could be helped ‘ 

Mr. Hatwanan. As I say, if one of the requirements of either dis- 
placees or the new construction in the area were to be single-family 
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houses, then I think this plan might be of some assistance. If it were 
other types of construction, I would say “no,” with respect to this 
particular plan. 

Mrs. Sutiivan. Thank you very much. 

That is all, Mr. Chairman. 

Mr. Rains. Mr. McDonough. 

Mr. McDonoveu. If this should be accepted by all elements of the 
home financing—all institutions interested in home financing, not only 
the Federal savings and loan associations, but the State associations, 
mortgage bankers, and others, and a fund was established to guarantee 
and secure the 90-percent financing, would the Federal Home Loan 
Bank Board be the trustee agency for that fund for all financial insti- 
tutions, in your opinion, Mr. Hallahan ? 

Mr. Hatuanan. Do you mean would the operations of this corpora- 
tion be under the jurisdiction of the Board ¢ 

Mr. McDonoveu. That is right; or should it be—let me say should 
it be under your jurisdiction ? 

Mr. Hatianan. Well, I think probably with respect to savings and 
loans, with which we are intimately connected, I think the chairman 
expressed himself on that part. With respect to other mortgage 
lenders, if you are going to have this kind of program, I can’t think why 
the Board couldn’t handle that also. 

Mr. McDonovueu. I didn’t hear you. 

Mr. Hatxianan. I would see no reason why the Board couldn’t 
handle that, or this corporation couldn’t handle that also. 

Mr. McDonovuau. Well, the bill is pointed at the Federal savings 
and Joan associations. 

=. Hatianan. At savings and Joan associations, whether Federal 
or State. 

Mr. McDonovuau. Now, suppose the savings banks and mortgage 
bankers institutions, and others who provide the original capital for 
this insurance, and then from then on require the 1 or 114 percent on 
each loan to guarantee the 90 percent, would, in your opinion, your 
jurisdiction over this be extending your jurisdiction into a field you are 
not acquainted with, savings banks, insurance companies, and others? 

Mr. Hattanan. Congressman, we don’t currently insure the deposits 
of mutual savings banks, although mutual savings banks are eligible 
for membership in the Federal Home Loan Bank System, and I believe 
that about 25 or 27 mutual savings banks have been and are currently 
members of the Federal Home Loan Bank System, so as this bill is 
currently drafted, if other mutual savings banks join the Federal 
Home Loan Bank System, they would automatically come under this 
program, I believe. 

Mr. McDonoueu. Then as I understand it, you would see no particu- 
lar inhibition or restriction on the Federal Home Loan Bank Board 
acting as the agency for administering the whole program, if other 
financial institutions besides the Federal savings and loan associations 
or State savings and loan associations come into the picture under this 
guaranty, including insurance companies ¢ 

Mr. Hatnanan. No. As I say, the mutual savings banks, some of 
them would be eligible, as this bill is currently drafted, and I don’t 
think the Board has seen any objection to that if the number were 
increased, so I think that would answer your question. 
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Mr. McDonoveu. It may require some study, and I don’t expect a 
specific answer to be conclusive at this time. 

Now let me ask another question: Do you think this will create 
a federal responsibility for administering the fund in addition to the 
guaranty percentage, the guaranty for the protection of the loan; will 
there be any additional cost involved in administering it ? 

Mr. Rorerrson. As I understand your question, there is bound to be 
some cost in administering. I think one of the main problems to be 
considered is to keep that cost at a minimum so that the greatest 
amount of the premium will be available for reserve for losses. 

Mr. Hatianan. I think Mr. McDonough’s question is: Would the 
Federal Treasury have to pick up any of the chits? 

Mr. McDonoucn. That is correct. 

Mr. Harxanan. I think that would depend on how this measure 
was drafted. As I understand its current posture, I think the phil- 
osophy is that it would be a basically private enterprise proposal with 
no Government involvement with respect to future contingent liability 
on the part of the Government. 

Mr. McDonoven. Well, if all home mortgage loans after this, if 
it were adopted, became law, if all mortgage loans came under this 
plan, you would be handling a great deal more mortgage loans than 
you are now hs indling ; wouldn’t you? 

Mr. Hatuanan. As you stated the proposition ; yes. 

Mr. McDonovuen. That would add an additional cost for adminis- 
tration, policing, general investigation work, book work, and so forth. 
Would that. added cost, whatever that may be—it is hard to estimate 
it at this time—will that added cost be taken care of by the 114 or 2 
percent fee that is necessary to insure? 

Mr. Hatrianan. I think it was our statement that there should be 
no maximum on the insurance premium to cover possible contingen- 
cies that you just mentioned. In other words, to make this program 
operate, whether it is in this field or any other field, you have to take 
in income which is in excess of expenses, so you can establish reserves 
to absorb all of your losses. 

If your income isn’t sufficient, there is only one way you go, and 
that isn’t up. And that is the reason, or at least one of the objections 
that we had to this measure, that there was a maximum on the 
premium. We feel experience should show what the premium should 
be. 

Mr. McDonovuen. Well, of course, the establishment of reserves for 
protection against losses is one thing. I am talking about adminis- 
trative costs that would be involved if this became an accepted plan 
for all people in the home financing business. It strikes me that the 
caseload you would have to be concerned with, the number of indi- 
vidual cases you would have to be concerned about would add con- 
siderably to your administrative costs. 

Mr. Rorertson. May I undertake to reply to that? As we have en- 
visioned this progr: am, as it has been talked about, we have thought 
of it entirely as an insurance underwriting program, and as Mr. Hal- 
lahan said, any insurance underwriting program must take in more 
money than it pays out. It pays out money for two reasons: The in- 
evitable overhead or administrative cost, and for losses. That. of 
course, is the basic operation of insurance. Most insurance companies 











HOUSING ACT OF 1958 101 


hi ve had, over the years, long experience as to what their probabilities 
of loss will be and what their expense of administration will be, and 
they adjust their premiums accordingly. 

If this bill is enacted, we shall be st arting out on a new program 
and we feel that the premiums should be high enough to insure that 
they will cover all of the incidental overhe: ud expense and leave a 
substantial margin to create a reserve for losses. 

Mr. McDonouacu. Well, now, you would anticipate also a lowering 
of the premium if your losses were not as high as you expected them to 
be? 

Mr. Rosertson. That is right. 

Mr. McDonoven. On the same actuarial basis as the insurance 
companies operate ? 

Mr. Rosertson. That is right. 

Mr. McDonoucn. Now, in order to be certain that the loan is a 
sound one and the fee for its guaranty is high enough to protect the 
Board, the fund, and the borrower, do you think there should be 
more strict building standards, size of lot, type of construction, than 
now exists with FHA? This is a 20-percent increase over the insur- 
ance of FHA, or is there any fear that that loan wouldn’t be secure 
for that full guaranty of 90 percent ? 

Mr. Roverrson. I think we would have to assume that the loans, 
regardless of the percentage, would be made soundly. The lending 
institution, of course, would still have a stake in this loan. I don’t 
think it would be practicable, nor do I think that the Board has 

thought of, in its deliberations of this bill, setting up any categorical 

standards beyond those in it now, that it be a “home designed for 
single-family occupancy, and that ‘it be occupied by the owner, and 
so forth. 

I don’t think we have thought of any other matters such as the 
type of construction or size of the lot, or things of that sort. I would 
like to be corrected if Iam wrong. 

Mr. Hatxianan. I think your question covers a matter that the 
chairman commented on in his statement, that one of the prerequisites 
of the bill would be to have the authority to terminate the participa- 
tion in the program on the part of any lender who didn’t comply; 
in other words, who was making bad loans of this character. 

Mr. McDonoven. Now, you think these loans should apply only 
to single-family residences occupied by the party to whom the money 
was loaned ? 

Mr. Roserrson. That has been the whole concept of the program 
since it started. 

Mr. McDonoven. That it not be extended to 2-family flats or 3- or 
4- family flats, even if they are individually owned ? 

Mr. Rozerrson. That is right. 

Mr. McDonoven. I notice on page 4 you say there are a number 
of technical defects in the bill, and you haven’t delineated those. Are 
there any major ones that you would like to discuss at this time? 

Mr. Rosertson. Mr. Creighton says our Legal Department has made 
a memorandum of the technical defects, and we shall be glad to send 
them up if the committee wishes. 

Mr. Ratns. Yes; and we will ask that that be put in the record. 

Mr. McDonoveu. That will be valuable to have, 
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(The memorandum referred to above is as follows :) 


DEFECTS IN H. R. 10637 
JULY 15, 1958. 


At the hearing on July 8, 1958, the Federal Home Loan Bank Board sum- 
marized a number of features of H. R. 10637 considered by it to be objectionable, 
and noted that there are also a number of technical defects in the bill. In 
response to a request made at the hearing for a statement as to such technical 
defects, the following material is submitted. 

(1) Section 4 of the bill provides in the second sentence that upon the call of 
the Board from time to time the Federal home-loan banks shall subscribe to 
stock of the Home Loan Guarantee Corporation in an aggregate amount not 
exceeding $50 million and shall purchase and pay for the same in proportion 
to the par value of the outstanding capital of each Federal home-loan bank “at 
the time of such call.” 

It would appear to be impossible as a practical matter to assemble and compile 
information as to the outstanding capital of the respective banks with such 
speed that the respective amounts to be subscribed for and purchased by the 
several banks could be based on the outstanding capital of the banks at the 
time of the call. The outstanding capital stock of the banks changes from time 
to time as new stock is purchased and excess stock paid off, and it would seem 
that if such an arrangement as is proposed by section 4 is to be enacted the 
proportionate subscriptions and purchases by the Federal home-loan banks 
should be based on the capital stock of the banks not at the time of the call but 
at some time sufficiently prior to the call to permit assembly and compilation of 
this information. 

(2) Section 5 bases stock holdings of “approved mortgagees” on the amount 
of “the loans owned and the loans serviced by them.” The term “loans” is not 
defined in the bill and there is nothing in the bill providing that the Board or 
the Home Loan Guarantee Corporation shall have authority to define the term. 
It would appear that the bill is technically defective in not including such a 
definition, or such an authority to define. 

(3) Section 6 provides that, for the purposes of the act, an approved mort- 
gagee is a mortgagee to which the Corporation has issued its certificate of 
approval, “which is a bank, savings and loan association, or similar institu- 
tion or an insurance company or any other organization engaged in the home 
mortgage business which has a net worth of 1 percent of the total of the home 
mortgages which it owns and services or $100,000, whichever is sreater, and 
which the Corporation finds to be experienced and suitable for an approved 
mortgagee.” This provision appears to have the following technical defects: 

(a) It is not clear whether the language “which has a net worth of 1 per- 
cent of the total of the home mortgages which it owns and services or $100,- 
000, whichever is greater, and which the Corporation finds to be experienced 
and suitable for an approved mortgagee” is confined to “any other organiza- 
tion engaged in the home mortgage business” or whether said language 
applies also to the language “a bank, savings and loan association, or similar 
institution or an insurance company.” 

(b) It is not clear whether the language “home mortgages which it owns 
and services” refers only to home mortgages which are both owned and 
serviced by the institution, or whether it also covers home mortgages which 
are owned by it but not serviced by it and mortgages which are serviced 
by it but not owned by it. 

(c) The term “home mortgages” as used in this provision is not defined 
in the bill and there is nothing in the bill providing that the Board or the 
Corporation shall have authority to define the term. 

(4) Section 8 contains in the second sentence a provision for deposit of certain 
moneys of the Corporation “in the Treasury of the United States.” This lan- 
guage might be contended to require the covering of such funds into the 
Treasury, with attendant complications of appropriation and warrant proce- 
dure and other complications which could delay and impede the operations of 
the Corporation. These complications would not be present if the language “in 
the Treasury of the United States” were changed to read “with the Treasurer 
of the United States.” Also, the word “depository” appearing in two places in 
the last sentence of the section is inconsistent with customary terminology, under 
which this word should read “depositary.” 
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(5) In section 9, the language “capital reserves” at page 6, line 2 of the bill, 
is obviously an error for “capital, reserves.” 

(6) The language “no insured mortgagee or holder” in the second sentence 
of section 11 is not consistent with the general terminology of the bill, which 
uses the terms “guarantee” and “guaranty.” For consistency with such termi- 
nology, the language “no insured mortgagee or holder” should be changed to 
some such term as “no guaranteed mortgagee and no holder of a guaranteed 
mortgage.” Also, the language “insured by the Home Loan Guarantee Cor- 
poration” in the same sentence is inconsistent with the general terminology of 
the bill and for consistency therewith should be changed to “guaranteed by the 
Home Loan Guarantee Corporation.” 

(7) The last part of section 12 authorizes all Government departments and 
agencies to provide to the Home Loan Guarantee Corporation “facilities and 
services,” but the first part of the section merely authorizes the Corporation to 
use “facilities” and to pay reasonable compensation therefor. For consistency 
in this respect, the words “and services’ should be inserted at page 7, line 13, 
after the word “facilities.” 

(8) Subsection (f) of section 13 provides that the amount payable under sub- 
section (e) of that section shall not exceed “90 per centum of the principal 
remaining at the date of foreclosure or acquisition in lieu of foreclosure which 
is equivalent to the percentage of the original mortgage guaranteed.” The 
quoted language appears to be ambiguous in that it is not clear whether the 
word “equivalent” means equivalent in amount or whether it means equivalent 
in percentage. 

(9) Section 15 provides that open-end mortgages may be guaranteed as pro- 
vided in the act, but that if any additional advances are made before the guar- 
anty is due to expire the guaranty shall then expire unless a copy of “the addi- 
tional advance agreement” is forwarded to the Corporation together with a pre- 
mium for the amount of the advance. It further provides that if the advance 
is “made and forwarded” and the premium paid the mortgage shall remain 
guaranteed for the percentage of the loan originally guaranteed until the debt 
is less than 50 percent of the original appraisal. 

As to this section, the following comments are hereby made: (1) It is not clear 
how the rate and base for the additional premium are to be fixed. (2) it is not 
clear whether the provisions of section 13 as to maximum loan-to-value ratios 
and the $20,000 maximum-amount limitation in that section are or are not 
applicable to the mortgage as increased by such advances. (3) The use of the 
term “open-end” raises a question as to whether the mortgages referred to 
must be true open-end mortgages in which no maximum amount is fixed as to 
advances or whether they also include mortgages under which advances may 
(or must) be made by the mortgagee but only up to a specified limit or limits. 
(4) The section refers to the forwarding of a copy of “the additional advance 
agreement” but does not expressly cover cases where the entire agreement is 
contained in the mortgage itself. (5) Subsection (b) of section 13 provides 
that mortgages eligible for guaranty shall be “first mortgages,” but the present 
section contains no provision as to whether the advances must be without inter- 
vening liens or encumbrances. 

(10) The bill contains no provision defining its territorial applicability. This 
matter would be of importance with respect to the question whether its coverage 
extends to the territories, dependencies, and possessions and to the Common- 
wealth of Puerto Rico. 


Now, at another point you say that the bill would not be in accord- 
ance with the program of the P resident. In what respect is it not in 
accord with the President’s program ? 

Mr. Roserrson. [ think that the administration has considered the 
program, not only by itself but in relation to other agencies, and the 
whole housing field, and has reached the conclusion that this legisla- 
tion does not fit into the program. 

Mr. McDonoven. Is that because it has not been considered or 
because on consideration it may fit into the program, or what? 

Mr. Rosertson. I do not know. 

Mr. McDonovueu. Of course, that is a true statement, if it has not 
been considered it does not fit, but if it is considered it may fit. 
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Mr. Rorerrson. I am sure it has been considered. t a6 

Mr. McDonoveu. Well, all right, just so I understand the signifi- 

cance of that, and I wondered if you had any details. 

That is all, Mr. Chairman. 

Mr. Rains. I have a few more questions and then we will wind up. 
I will ask these of Mr. Hallahan. 

The average ratio of loan to value now being made is about 60 per- 
cent. How do you account for this low ratio? 

Mr. Hatuanan. There are a number of reasons, Mr. Chairman. I 
think you mentioned one of them a short while ago. The fact is 
basically, savings and loans are conservative lenders. Another reason 
is that everyone » seeking a loan, whether to purchase an existing house 
or build a new house, does not need a full loan. Either they are willing 
to put more down and are able to do so, or they don’t desire to borrow 
as much. And also the fact that these institutions are self-insurers 
with respect to the loans they might suffer. 

Mr. Rarns. What would you say would be the typical loan-to-value 
ratio where you got up into ‘the higher brackets? 

Mr. Haucawan. Well, the maximum is 80 percent. By “typical” 
I suppose you mean average. [ would say probably 70 percent—75 
percent—some where in that range; that sn vary, of course, depend- 
Ing upon the times. A vear or So ago it would he on the lower side. 
Curre ently it would be on the upper side, 

Mi Rarns. What worries me about the whole program of the 
savings and loan associations is, with the costs as high as they are 
today in building, and with people of modest income not being able to 
pay up to 20 to 30 percent downpayment, what would you suggest on 
that? What can the savings and loan associations do to heip pull 
together the divergence between the low loan-to-value ratio and the 

failure of the people to have the high necessary downpayment ? 

Mr. Havvanan. Mr. Chairman, I think the measure you presently 
have under consideration is the savings and loan institutions’ effort to 
reach that. 

Mr. Ratns. In other words, this is the method of the savings and 
loans to reach the answer to that question I asked ¢ 

Mr. Hatianan. Yes. 

Mr. Rarns. Mr. Widnall. 

Mr. Wipnatu. Mr. Robertson, hasn’t there been a recent drive 
among all savings and loan associations to improve their reserve 
position 4 

Mr. Roserrson. I don’t know that there has been a recent drive. 
It has been a continuous effort and it has been a difficult one, for the 
reason that the growth in savings has been so rapid that even though 
the reserves did increase, it was very hard to make any great gain in 
the ratio of reserves. 

There is a minimum formula which the Board has set up for reserves. 

Mr. Wipnati. What is that formula? 

Mr. Rozerrson. Well, basically, they must be not less than 5 per- 
cent at the end of 20 years. There are steps in between, but that is the 
basic requirement. But there has been no recent drive. There has 
been this continuous pressure in that direction. I should like to have 
Mr. Hallahan enlarge on that. 
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Mr. Hatitanan. I would just like to add one thing, Congressman. 
This is a continuous matter, as the chairman said, not only on the part 
of the associations, but on the part of the Board, About a year and a 
half ago the Board put in a regulation which, in addition to meeting 
the 5-percent reserve requirement which the chairman mentioned, 
requires annual contributions to reserves by each insured institution 
until they reach 12 percent, so our regulation requires reserve building 
after the 5-percent level is reached, up until the 12-percent level is 
reached. 

Mr. Wipnat. I find some criticism addressed to this proposal along 
the line that although savings and loan associations over a period of 
years have enjoyed a reputation of being conservative and sound 
lenders, that if they had a program of this kind it would open the 
door and that conservatism would go out the window, because the ap- 
praisal could be out of line. 

Do you think there is any merit to that criticism ? 

Mr. Haruanan. Well, I think if they are going to use their own 
money and pay the premiums, that they would have somewhat the 
same inhibitions with respect to the investment of the savings which 
are entrusted to them as they have currently. What they would be 
obtaining would be less of an impact of loss with respect to an individ- 
ual institution because you had a greater spreading of the risk, but 
I don’t think that would affect them in their lending habits with 
respect to the security of the loan, and I mean the construction of the 
house, the kind of house it is, and the credit worthiness of the borrower. 

Mr. Wipnaut. Just one more question, Mr. Chairman. 

Does the fact that this proposal has been made indicate that there 
actually is a great reservoir of funds for home lending not being 
used at the present time that can be attracted with a more adv: anta- 
geous lending program ? 

Mr. Rosertson. May I comment on that? The reservoir seems to 
vary from time to time. At the present time there seems to be, over 
the country as a whole, ample funds for home lending. A year and 
a half ago that was not so. A year hence it may not beso. It varies 
from time to time. 

Mr. Wipnati. Well, if this type of program was adopted, then in 
times of tight money the savings and loans might be lending on a con- 

ventional basis, and in times of lower interest rates they might go into 
this type of program; isn’t that so? 

Mr. Rosertson. Well, I would think that that would be so. When 
money is plentiful, the lenders are more agreeable to lending it. When 
it is scarce, they ration it more carefully. 

Mr. Wipnau. Of course, the members of this committee are very 
much interested in seeing that all through the years we have housing 
money available, because it is of such v ast importance to our economy. 

Mr. Roserrson. Mr. Dixon would like to comment. 

Mr. Dixon. I just want to call the Congressman’s attention to the 
fact that the percentage of home lending done in the country by 

savings and loan associations has been consistent at least for 5 years. 
It has financed more than 35 percent of the total, even when money 
was scarce. There is only one important source of investment for the 
funds of the savings and loan industry and that is home mortgages. 


Mr. Wwnau. Thank you. That isall. 


28431—58——-8 
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Mr. Rains. Thank you, ladies and gentlemen of the committee, 
and thank you, gentlemen, for appearing before the committee. 

We meet at 2:30 this afternoon. We have a number of Congress- 
men as witnesses, and we may be calling on you for some additional 
information before the end of the hearings. We appreciate your 
help. You may be excused. 

The committee will stand in recess until 2: 30. 

Mr. Rosertson. Thank you, Mr. Chairman. 

(Whereupon, at 11:40 a. m., the subcommittee adjourned, to re- 
convene at 2:30 p.m.) 

AFTERNOON SESSION 


Mr. Rarns. The committee will be in order. 

I see we have our colleague, Congressman Paul Rogers, from 
Florida. Do you have someone with you, Paul ¢ 

Mr. Rogers. Yes, sir. 

Mr. Rats. Bring him around. 

Mr. Rocers. Mr. Shelley wants to testify too, for the Vegetable 
Association of America. 

Mr. Ratns. We can’t have long written statements this afternoon, 
gentlemen, so we have to have them short and to the point. You want 
to testify about the Rogers bill ? 

Mr. Rogers. Yes, sir, Mr. Chairman. 

Mr. Rarns. We will be glad to hear it. : 


STATEMENT OF HON. PAUL G. ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF FLORIDA 


Mr. Rogers. It will be very short. 

Mr. Chairman and members of the committee, we appreciate the 
opportunity to appear before you and speak on behalf of H. R. 11793, 
which is a bill to provide long-term low-interest direct and insured 
loans to farmers and farmers’ associations to construct migrant labor 
housing. The recent adverse weather conditions in our own State of 
Florida pointed up this problem of housing for migrant workers. 

This migrant labor housing problem is actually recognized as a 
major problem national in scope. Many individuals and organiza- 
tions have added their support to this legislation and their comments 
may be found in the record, and more will be added during these hear- 
ings. This bill was introduced after I had conferred with many 
people close to the problem. Florida State Representative Emmett 

toberts, of Belle Glade, who is chairman of a State interagency com- 
mittee on migrant agricultural labor of the Council of State Govern- 
ments, pointed up the seriousness of the situation and the large num- 
ber of migrant workers in this country. 

It is estimated that over 1 million presently comprise the migrant 
labor force. H. R. 11793 would make available long-term loans to 
farmers and farmers’ organizations when they are unable to secure 
these funds from other sources. The Council of State Governments, 
which is composed, as I assure you know, of representatives from 
ach of the State governments, conducted a thorough study of housing 
in the migrant labor field and stated that housing for migrants in the 
several States ranged from deplorable, in all too many places, to very 
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good in a few places, but that the average fails to meet even decent 
standards. 

This committee concluded that a program combining enforcement 
of local sanitary laws, together with a Federal program of long-term 
low-cost loans for the construction of migrant housing meeting rea- 
sonable standards would yield beneficial results. For instance, In our 
own State, the State health officer reported the problem as he found it 
there, and I think this is typical of many States, particularly along 
the eastern seaboard, and some of our Western States as well: 

The general nature of the housing available to migrants was summarized at a 
meeting of our committee on housing by four of our health officers with a sub- 
stantial number of migrants in their counties. They agreed that only a small 
proportion of the migrants have acceptable housing available to them. 

Crowding is excessive, due in part to high rentals demanded. It was pointed 
out that if the unsanitary shacks were declared unfit for human habitation, the 
displaced persons would sleep in the open, on trucks, or elsewhere, and I know 
that to be the fact. For instance, in some of the area down there they are 
living in the open without any cover over their heads at all, and as the doctor 

says here, they would merely move from bad to worse. The major need, accord- 
ing to these county health officers, was not the negative action of prohibiting the 
use of unsatisfactory housing, but the positive approach of obtaining in some 
way safe, sanitary, and acceptable quarters for these workers who are so 
essential to the agricultural economy. 

Now, the purpose of this bill is simply to meet that challenge, to 
provide a positve approach of obtaining safe, sanitary, and acceptable 
quarters for these workers, rather than to go out and say, “Well, we 
are going to condemn these places that are no good and not let you 
live in them,” which in effect just. forces them into the open, which 
has happened in many areas. 

H. R. 11793 would permit farm owners to obtain financial assistance 
to construct dwellings on their farms for the accommodation of 
migratory farm labor. It would also authorize loans to farmers and 
associations of farmers to enable them to acquire and construct accom- 
modations for migratory laborers, to acquire necessary sites adjacent 
and convenient to the farms on which such laborers work. The bill 
limits loans to be made to such associations for any single project to 
not more than 90 percent of the total development. or acquisition cost 
payable in a period of not over 33 years, at a rate of interest not 
exceeding 4+ percent. 

The bill provides for insurance of loans made both to farmers and 
to associations of farmers with respect to the accommodations for 
migratory farmworkers. 

Mr. Chairman and members of the committee, I sincerely hope that 
you will see the merit of this bill and report it favorably to the full 
committee. The need is great, and only when we can provide decent 
housing can we hope to clean up the deplorable conditions now exist- 
ing in the labor camps and farms where migrant labor is presently 
housed. 

These present conditions are a disgrace to our Nation and it is 
hoped that this bill will help to ¢ lean 1 up this mess and thus provide 
decent, clean, and safe living conditions for approximately 1 million 
American workers who make up our migrant labor forces. 

Thank you very much, Mr. Chairman, for the opportunity to 
appear. 

Mr. Rains. Thank you, Mr. Rogers. 
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Let me ask you a couple of questions. Of course, you realize we 
can’t provide housing for a million migrant workers; that is too big 
a job even for the Government. ‘That being true, is there any way 
we could change your bill to eliminate the direct loan features? Thi at 
is where we will run into trouble with the bill. Do you think the 
insured portions would help # 

Mr. Rogers. I think you really need a direct program. Of course, 
a loan program is better than nothing, but I think a direct program 
is really the only answer to the problem. 

Mr. Rarns. Is it your contention that migrant housing would be 
operated under local public housing authorities, or would you set 
up new authorities ? 

Mr. Rogers. I don’t see why you couldn’t operate under your 
present setup. 

Mr. Rarns. As I understand your bill, though, the loans would 
go directly to the farmers? 

Mr. Rogers. That is right, but it would have to meet local condi- 
tions, your sanitary conditions, your local building conditions, and 
I should think it could be operated through supervision if the com- 
mittee deems it wise to do so. 

Mr. Rarns. It always raises a difficult question with me, and of 
course, I have no trouble with public housing, and I don’t stumble 
over some of the things other people do. Maybe I am wrong, but 
I find it difficult to get my thinking around to lending money to a 
farmer to build housing for a migr: int worker when we don’t lend 
money to a farmer to build a house for himself unless he hires migrant 
workers. 

How can I get around that when I see we will lend you money if 
you are a big enough farmer to hire migrant workers but we won’t 
lend you money to build your own house. How can we answer that? 

Mr. Rocers. I think you can answer it in that the problem we are 
having now is ; that the migrant laborers are actually the ones living 
out in the open in deplorable conditions which I don’t think we are 
having in our farm families. At least it is not so in our area that 
I have been able to witness nor have I seen any extensive reports that 
the farmers are living in anywhere near the conditions that we are 
forcing these migratory laborers, helping to produce these crops, to 
live in. 

In 1 town in Florida we have 8,000 that come in at the time of the 
harvesting of the crops and many live in the open. It is deplorable. 

Mr. McDonoven. Mr. Chairman. 

Mr. Rarns. Wait just a minute. A part of what you said is cor- 
rect but the simple truth of this is that the greatest slums in America 
are on the farms of this country. That is an accepted fact. So your 
statement is not entirely correct. A great many farm homes are in 
deplorable condition. 

We have a farm housing program but it doesn’t amount to a hill of 
beans. We don’t get anything done under it and it is too small. So 
I am aware of this great program here and the need for it, but I am 
also aware of some other needs. It seems to me that our own workers 
should come before the migrant workers. 

That is why I would like to see a w ay to make this an insured 
loan program. Whenever you make a direct loan to a farmer who 
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hires migrant workers to build a home for migrant workers and you 
don’t make a direct loan to a farmer for him to build a home for 
himself, that is hard for me to put together. 

Mr. McDonoven. Mr. Chairman, we have that problem in Cali- 
fornia and the terms of the housing facilities, especially where the 
workers are brought in as temporary residents of the United States 
from Mexico are part of the treaty and the administration of that 
type of housing, the supervision of it, is in the agriculture depart- 
ment of the State of California. 

Now the chairman is wondering how this could be done. It seems 
to me that the housing for migrant workers ought to be under the 
supervision of the agriculture department of the State. The loans 
should be made to the State agriculture department because migrant 
housing is itinerantly occupied, vacant part of the year, not always 
occupied. 

At the height of the harvest season there are a lot of people coming 
in and then you have them moving on to another place. <As far as 
the direct loan to the farmer for his own home is concerned, that I 
think should be a direct loan to the individual himself, and [ think 
you can just discriminate between the two by saying here is an 
obligation and it is an economic asset to the State that the harvest 
is properly collected at the right time and insofar as the Federal 
Government is concerned, I can’t say how much we lean on the 
Federal Government in California. 

I think that most of our migrant housing is handled by the State 
of California and becomes an obligation of the State. 

Mr. Rains. I am not informed of that; I don’t know. 

Mr. McDonoven. However, I appreciate your point of view. I 
know that the conditions for these migrant workers is very deplorable 
or has been. It has improved considerably in the ]»st several years 
in California, because the Mexican Government will not allow their 
~— to come in unless they are assured in advance and then by in- 
spection after they are here that they are properly housed and con- 
veniences are available for their sanitary conditions and suitable liv- 
ing conditions. I don’t know what the State of Florida may do on 
that. 

Is there any program of the State on that? 

Mr. Rocers. Well, we have a State committee that has been studying 
the problem and working on it to try to bring about better conditions. 
Actually this proposal has come through to a great extent the Council 
of State Governments which are the State governments concerned 
with this problem all over the country and it was so much concern 
that they are endorsing the legislation very strongly, feeling that, of 
course, the legislation says that if loans can be obt: ained or the money 
obtained from a private source, it must be, but it is only when you 
can’t obtain the proper amount of money from private sources that 
this program would come into effect. 

So I think we are trying to carry out the intent of what we would 
all like to see them do, see them go ahead individually and get their 
money from the private sources, but if it cannot be done, then this is a 
program to try to clean up this situation, which really is a disgrace 
to this Nation. 
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Mr. McDonoven. Well, in California, take a large rancher who 
may need a couple of thousand farm laborers for a period of time. 
They are housed often in movable quarters, in trailers suitably 
equipped. We have gotten away from the old plantation type farm- 
ing we used to know in this country where we had the laborers on 
the farm all year round, and to build permanent structures there for 
the different people coming in and out all of the time, that is pretty 
hard on the buildings, you wreck them pretty badly, too. 

Mr. Rogers. Yes, that is true. 

Mr. Rarns. Any further questions? Mr. Addonizio. 

Mr. Apponiz1o. Congressman, did I understand you to say that this 
condition is prevalent in many areas of the country ¢ 

Mr. Rocers. Yes, according to the Council of State Governments. 
They have stated from the study they made, they have had a committee 
that has gone into this very thoroughly and they have stated that 
housing for migrants in several States ranged from deplorable in all 
too many places to very good in a few places, but that the average 
fails to meet decent standards. 

Mr. Apponiz1o. Have you been able to get any support for your bill 
from any source? 

Mr. Rogers. Yes, we have gotten a great deal of support and many 
national organizations are going to file statements in support of the 
legislation. Mr. Shelley, who represents the Vegetable Association 
of America, is here. I think you will find that there will be other 
national organizations that have direct interest here that will come 
in very shortly with statements. We actually have been scheduled to 
testify on the 14th but the chairman was kind enough to allow us to 
testify today because he had some additional time. 

Mr. Rarns. Any of those statements that they want included in the 
record we will be glad to include. 

Mr. Apponiz1o. I was wondering whether the State of New Jersey 
which I come from or any of the States along the eastern seaboard, 
whether their State departments of labor or State departments of 
agriculture would support this bill. 

Do you know as to that? 

Mr. Rocers. I am almost certain that they are supporting it, because 
as I recall a meeting that I attended here had representatives from 
the State government of New Jersey who endorsed this legislation. 

We can verify that for you, but I am almost certain. © 

Mr. Apponiz1o. Thank you. 

Mr. Ratns. Any further questions? 

Mrs. Sutitvan. No questions. 

Mr. Rarns. Do you havea statement, Mr. Shelley ? 

Mr. Suetiry. Yes, I have a brief statement. 


STATEMENT OF JOSEPH SHELLEY, EXECUTIVE SECRETARY, 
VEGETABLE GROWERS ASSOCIATION OF AMERICA 


Mr. Suetiey. Mr. Chairman, I am Joseph Shelley, the executive 
secretary of the Vegetable Growers Association of America. I ap- 
preciate this opportunity of sandwiching me in here at these hearings 
today and in the essence of time, I should like to file this statement, 
and I would like to read only a part of it. I should like to go to the 
last paragraph on the first page. 
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Mr. Chairman, I want to emphasize to you and your committee that 
I am speaking in behalf of family farms. Although many of these 
farms have invested lar ge sums of money in land, equipment, and 
usually borrow very heavily to finance yearly production operations, 
they do not have the funds available to build needed housing or repair 
present facilities. 

Vegetable growers in most instances have adequate credit facilities 
for short-term production loans, but lack the needed long-term credit 
for housing. H. R. 11793 would provide these essential loans. Vege- 
table eg are very conscious of the need for improvement in 
their facilities for migratory housing. The large investments in 
land, machinery, and operating capital, leave very little for housing 
facilities. 

There are many agencies from the President’s Committee on Migra- 
tory Labor to State and local social agencies who are urging the im- 
provement of migratory labor housing. ‘These agencies in their rec- 
ommendations stress the social and health aspects but overlook the 
lack of funds for such improvements, and I do not mean to minimize 
at all some of the conditions that exist in migratory labor housing. 

I have seen some of them throughout the country that I am really 
ashamed of, that we have to house - people in such facilities. It is im- 
portant to point out, too, that the continued shortage of special harv- 
est labor furnished ‘by migrants has been further aggravated since 
World War II by a lack of adequate housing. 

On-the-farm housing is the most satisfactory and desirable for 
housing migrants. V eterans housing is not available to migrants be- 
cause of their short stay in the area and in many cases, race and color 
status would be a barrier. 

Mr. Chairman and members of the committee, it is because of the 
present lack of funds for migrant housing improvement and the tre- 
mendous investments that these farmers have made that the Vege- 
table Growers Association of America urges your favorable considera- 
tion of H. R. 11793 which would provide necessary funds and alleviate 
an aggravating situation in the Nation’s essential vegetable industry. 

Mr. Rarns. Thank you, Mr. Shelley. How big an organization 
do you represent ? 

Mr. Suetiey. We have members in approximately 25 States. 

Mr. Rarns. Your organization is the vegetable growers, those grow- 
ing perishable fruits and vegetables ? 

Mr. Sueiiry. Just veget tables. 

Mr. Rarns. Vegetables only? 

Mr. Sueniry. Yes, it is composed entirely of vegetable growers. 

Mr. Rarns. Thank you very much, Mr. Shelley. 

Mr. McDonoven. Mr. Chairman, Mr. Shelley, this same problem 
applies to growers of other than vegetables, fruits and tree-nut prod- 
ucts, and such other things? 

Mr. Sueiiey. That is quite true. 

Mr. McDonoven. Although they are not members of your asso- 
ciation, it applies to them, too? 

Mr. Suetiey. Yes. I am speaking solely for the vegetable grow- 
ers. 

Mr. McDonoven. What is the situation in California? Do you 
have membership out there? 
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Mr. Suetiey. Unfortunately we do not. The Western Growers As- 
sociation are operating by themselves. We hope, however, some day 
they may see fit to—— 

Mr. McDonoven. Oh, the Western Growers Association. 

Mr. Suettey. But I am sure they are interested in this problem. I 
have discussed it with some other folks who are conversant with the 
problem. 

Mr. McDonovucnu. Now the migratory farm laborers, are they mostly 
Americans or are they, like in California, brought in from Mexico or 
other places ? 

Mr. Suetiry. There are some American migratory farmworkers, 
but the larger percentage of them are folks who come from Mexico, 
from Puerto Rico, and from the Bahama Islands. 

Mr. McDonoven. And are they here on temporary residence for 
the harvest or are they here permanently 

Mr. Sueiiey. Most of them are here on a temporary basis. There 
are some here on a more or less permanent basis, I believe that is the 
case in Florida, and I know of a few members in our association 
that maintain approximately half a dozen families the year round on 
their farm for operations which are required during the wintertime. 

Mr. McDonovex. What has been your experience with the labor 
departments and the other social agencies in the States in which your 
members operate as far as this problem is concerned ? 

Mr. Suettry. Well, they are very much concerned with it, sir, and, 
of course, they point up the lack of facilities and some of the terrible 
conditions that exist, and as I pointed out, our members are quite con- 
scious of this and would like to do something, because I am sure that 
they realize that everyone will be benefited, not only the migrant 
himself, but even the farmer himself, who hires these people, and all 
too often they are very poor, and I must say that we are ashamed of 
them in many cases. 

Mr. McDonovuecn. Well, in which State that your membership op- 
erates in, which State provides the best facilities either the State or 
the farmer members cooperating themselves ? 

Mr. Suettey. I have difficulty answering that because I have seen 
extremes in almost every State I have been in, and I am not too fa- 
miliar with the housing laws of the separate States, so I am sorry, I 
can’t give you a direct answer to that question. 

Mr. Mc Donov cH. How much is authorized in the present bill that 
Mr. Rogers is presenting here for this purpose? 

Mr. Suettey. I believe that is specified in the bill, is it not? 

Mr. McDonoveun. I haven’t read the bill. 

Mr. Rocers. It is on page 7 of the bill, $25 million. 

Mr. Suettey. Yes, $25 million, on page 7. 

Mr. McDonoveu. Is that an estimated sum or is it a calculated 
sum ? 

Mr. Rocers. It is an estimated sum of what they felt would be suffi- 
cient to get it started. Of course, it couldn’t possibly handle all of 
the needs, but to get started on a program that would help in the 
worse areas. 

Mr. McDonoven. And your bill provides for a direct loan to the 
farm operator himself? 

Mr. Rocers. Yes, a direct loan, and also insured. 
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Mr. McDonoven. Would it be multiple housing or individual hous- 
ing ¢ 
Mr. Rocers. I don’t think we have exactly specified what it would 
be as far as multiple or single. 

Mr. McDonovcu. W ould it provide for mobile housing? 

Mr. Rocers. Perhaps that could come under the classification. We 
didn’t spell that out as to exactly what. I would think that would 
be left up to the administrators. 

Mr. McDonovaH. What about sewage-disposal facilities in area 
where there is no sewage system ¢ 

Mr. Rocers. Well, of course, we have provided that it must meet the 
local health standards, and that is part of the bill, in order to provide 
the sanitary facilities it will have to meet the local requirements for 
proper sanitation. 

Mr. McDonoven. Light and heat, and other things, from local 
sources, or individual power units where necessary ¢ 

Mr. Rocers. That is right. 

Mr. McDonoven. All right. 

Mr. Rains. Thank you, gentlemen; we have three other Congress- 
men here. Thank you very much for appearing. Next is Congress- 
man Don Magnuson. 

Come around, Congressman Magnuson. 

Mr. Macnuson. Thank you, Mr. Chairman. 

Mr. Rains. We are glad to have you. 


STATEMENT OF HON. DON MAGNUSON, CONGRESSMAN AT LARGE 
FROM THE STATE OF WASHINGTON 


Mr. Maenvson. Mr. Chairman, I appreciate this opportunity to 
appear before your subcommittee in support of legislation authorizing 
the sale of approximately 2.17 acres of land in the High Point housing 
pro) ject in Seattle, Wash., to the Seattle School District. 

This proposal has been pending before your committee in the form 
of a bill, H. R. 9190, introduced by my colleague, Mr. Pelly. I urge 
that the provisions of this bill be incorporated as a section of the 1958 
Housing Act. 

I should like to give the subcommittee a brief sketch of the back- 
ground of this particularly troublesome problem, so that you will 
understand the need and the equity for passage of the legislation. 

The High Point project was constructed in 1942 as permanent war 
housing under provisions of the Lanham Act. It occupies approxi- 
mately 141 acres of land and contains 1,300 apartments. In 1953, the 
project was conveyed to the Housing Authority of the City of Seattle 
under section 606 of the Lanham Act, as amended, subject to the pro- 
visions of an administrative contract which requires that the project 
be operated for low-rent purposes and that the net revenues be returned 
to the Public Housing Administration. 

Fifteen acres of the site originally were owned by the Seattle School 
Board for school purposes, but were taken by the Federal Government 
for war housing purposes at a price of $8,500. When the housing 
project was laid out, approximately 314 acres were set aside for a play- 
field, in contrast to about 15 acres originally held by the school board. 

In 1944, a school was built on part of the playfield by the Federal 
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Works Agency. Three years later, the school was sold to the school 
district for approximately $28,000, and the balance of the playfield was 
acquired by the school district in 1951 at no cost. ; 

n the spring of 1952, the school district constructed a permanent 
addition to the school, but the growing enrollment also made necessary 
the erection of 18 portable. Both the addition and the portables 
occupy part of the original playfield site, substantially reducing the 
play area despite a rise in enrollment from 306 in 1943 to more than 
1,000 at the present time. 

In October 1953, the school board opened negotiations with the 
Seattle Housing Authority looking to the acquisition of additional 
property for playground purposes. By September 1954, these nego- 
tiations had culminated in a proposal by the Seattle Housing Author- 
ity to sell the 2.17 acres covered by H. R. 9190 to the school board. 
This property is occupied by 10 buildings containing 28 apartment 
units, which the housing authority proposed to sell for offsite removal. 

By letter dated September 30, 1954, the deputy director of the San 
Francisco regional office of the Public Housing Administration au- 
thorized the Seattle Housing Authority to proceed with the disposi- 
tion of the 10 buildings for off-site removal and the sale of the 2.17 
acres to the school board at an acceptable appraised value. Subse- 
quently, the land was appraised at $14,175, and the school board agreed 
to purchase it at this price. The value of the buildings for off-site 
removal was appraised at $12,900. 

Arrangement for the sale of the property on the agreed terms was 
proceeding normally until, in April 1955, a bombshell was dropped 
in the form of a letter from Commissioner Slusser in Washington, 
D. C., disapproving the proposed sale. The Commissioner took the 
position that, under existing law, the school board would have to buy 
the land and the buildings as is—at a price estimated anywhere 
between $71,000 and $154,000—and take the responsibility and the 
loss involved in selling the buildings for off-site removal. This pro- 
posal was rejected by the school board, and that is the way the matter 
has stood ever since. 

I disagree with the Commissioner’s interpretation of the law, be- 
cause I understand he is authorized to sell property buildings when no 
longer suitable for housing occupancy. These buildings meet that 
test. They have been declared surplus to the housing needs of the 
project by the Seattle Housing Authority, and this finding has been 
concurred in, at least by implication, by the Public Housing Adminis- 
tration. These buildings have not been occupied since October of 
1954, and they stand vacant today. Furthermore, they are undesirable 
because many of the students have to cross the yards going to and 
from school. 

But, even though this committee might join me in disagreeing with 
the Commissioner’s interpretation of the law, the only way we can 
obtain relief is through the enactment of legislation giving the con- 
sent of the Federal Government to the sale of the buildings for off- 
site removal and the sale of the land to the Seattle school board for the 
appraised price of $14,175. 

In summary, I should like to point out at least three specific fac- 
tors which justify this proposal : 
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First, through improper planning, the Government took some 15 
acres from the school board and substituted only about 314 acres for 
school purposes. 

Second, the 10 buildings are surplus to housing needs of the proj- 
ect, are undesirable for occupancy, and stand vacant today. 

Third, the regional office of the Public Housing - Administration 
originally approved this proposal. 

1 have a file documenting the background of this case which was 
sent me in June of 1955 by the Right Reverend Stephen F. Bayne, 
Jr., chairman of the Seattle Housing Authority, which I should ‘like 
to submit for inclusion in the ¢ ommittee’s file. “Included among these 
documents is a map of the project outlining the land in question. 

This proposal has the unanimous support of the Seattle Housing 
Authority, the Seattle School Board, the Seattle Chamber of Com- 
merce, the local parent-teachers’ association, and all other community 
groups. 

I urge, Mr. Chairman, that the provisions of H. R. 9190 be incor- 
porated as a section of the Housing legislation now under consider- 
ation. 

Thank you. 

Mr. Ratns. Thank you, Mr. Magnuson. You can leave the file 
and it will not be included in the record, but it will be in the file of 
the committee. 

Now, Mr. Pelly, your colleague, introduced the bill which you speak 
in support of ; is that right? 

Mr. Macnuson. Yes. 

Mr. Rarns. On other occasions, the committee has agreed with 
Members of the Congress in similar circumstances to this. “T feel sure 
that your request will have sympathetic consideration. 

Mr. Maenvson. I appreciate that very much. 

Mr. Rarns. Are there any other questions? 

Mr. Berrs. May I ask 1 question about the nature of the appraisal 
that you mentioned produced a $14,000 price? You said it was ap- 
praised at $14,175. Who appraised that? 

Mr. Magnuson. Well, I don’t know, specifically ; I suppose profes- 
sional appraisers. I understand it was the appraisal board of the 
Seattle Real Estate Board. I might add that it seems to me that the 
Federal Government should not take advantage of local people his 
way. The buildings are surplus; they are going to have to be sold 
as surplus for off-site removal, and they aren't going to get anything 
like the money they are demanding of the school district at. the mo- 
ment when they sell them for off- site purposes. It seems to me it is 
just a case of taking advantage of a loc < body in order to milk the 
last nickel possible out of them. 

Mr. Berrs. Did Mr. Slusser agree with that appraisad for a real- 
estate loan, the $14,000 amount ? 

Mr. Maenuson. I don’t know, but apparently so, because the real- 
estate board and the school board, apparently, thought everything 
was fixed, and it was a real surprise when this was rejected by Com- 
missioner Slusser. 

Mr. Berts. That is all. 

Mr. Rarns. Thank you very much. 

The next witness we have is Delegate Bob Bartlett, of Alaska. 
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Should we address you as the new Governor of Alaska, or the new 
Congressman from Alaska ? 

Mr. Bartierr. Preferably as dogceatcher of Point Barrow. 

Mr. McDonovuen. The biggest State in the Union. Are you com- 
peting wit h Texas? 

Mr. Bartterr. Texas has been pretty good to us. We aren’t going 
to say anything derogatory about them at all. 


STATEMENT OF HON. E. L. BARTLETT, DELEGATE TO CONGRESS 
FROM THE TERRITORY OF ALASKA 


Mr. Barterr. Mr. Chairman, ladies and gentlemen of the committee, 
the Housing Act of 1957 contained in section 204 (a), a provision 
that until the close of August 7, 1958, the price to be paid by the 
association for mortgages should not be less than the unpaid principal 
amount thereof at the time of purchase in respect to special assistance 
functions. I should like to appear before you now and urge that 
that authority in the Housing Act of 1958 be extended for whatever 
time in your judgment should seem appropriate. 

I am told by bankers in Alaska—and I believe the people in the 
agency here will confirm their judgment—that continuation of this 
provision is highly important. I think it won’t be in Alaska in a 
relatively short time when c apital becomes more interested in_the 
State of Alaska than it has been in the Territory of Alaska, but I do 
suggest that for the period immediately ahead continuation of that 
provision would be most useful in the housing development of Alaska, 
because without it there is difficulty, there has been diffic ulty, in dis- 
posing of the mortgages, and I would hope that the committee would 
extend that authority for at least a year. 

The Senate bill, S. 4035, has as section 106 a provision that mortgage 
amounts may be increased in geographic areas where the cost levels 
so require, and the report on this Senate bill says that section 106 
authorizes the FHA Commissioner to increase mortgage ceilings for 
mortgages insured in Alaska, Guam, and Hawaii, and the explanation, 
the complete explanation of this provision is stated on page 5 of the 
Senate committee’s report. 

I should like to urge upon you the advisability of incorporating 
similar language in the House bill, because it is true, as we all know, 
that the cost levels in Guam, Alaska, and Hawaii are higher than on 
the mainland. 

Mr. Ratns. How much do you want to increase the cost levels, by 
how much ? 

Mr. Bartierr. It gives authority to increase by 50 percent. 

Mr. Rarns. You are talking about the mortgage ceilings now? 

Mr. Bartierr. Yes. 

Mr. Apponiz10. When does this expire ? 

Mr. Bartierr. There is no particular expiration for this part. 

Mr. Rains. But August 7 is the expiration date for the par purchase 
provision ¢ 

Mr. Bartriett. Yes. 

Mr. Rarns. The Senate extended that 1 year ? 

Mr. Barriettr. Yes. 
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Mr. Rarns. Do you think 1 year would be sufficient, in your judg- 
ment ? 

Mr. Bartierr. I would like to have it for a longer period, but I 
don’t think I could very well appear before you and urge a longer time, 
either, because circumstances and conditions might change and make 
it unnecessary, although I suppose the Agency wouldn’t have to employ 
that author ity if there’ was no longer a need for it. 

Actually, I would like to see it for a couple of years but I scarcely 
have the temerity to make that request. At any rate, Mr. Chairman, 
I think it ought to be extended. It is quite essential that this be done, 
according to all of the information which I have received. 

I think oat completes my statement. Thank you very much. 

Mr. Rarns. Thank you. What you want is two things: You would 
like a par ceainal provision, which this commitee has reported fa- 
vorably on many occasions, extended for 1 year on special assistance; 
and second, you would like for the mortgage ceilings on FHA mort- 
gages in places like Hawaii, Alaska, and Guam, to be discretionary on 
the part of the Administrator, to increase it by 50 percent ? 

Mr. Barrierr. You have stated my recommendations very con- 
cisely, yes. 

Mr. Ratns. Thank you very much. 

Mr. Bartrierr. Thank you. 

Mr. Rains. The next Congressman is Congressman Billy Matthews, 
of Florida. 

Come around, Congressman Matthews. We are glad to have you. 

Mr. Marruews. Thank you, sir. 


STATEMENT OF HON. D. R. (BILLY) MATTHEWS, REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Marrnews. Mr. Chairman and members of the committee, I 
appreciate very much the opportunity to testify concerning this very 
important housing legislation, and I want, first of all, to thank this 
committee for the magnificent job that I think you have done. I am 
particularly interested in the provisions in the legislation which pro- 
vide for loans to colleges and universities, for college housing, and 
for other related activities. It is my understanding that this program 
has proved to be sound and has been very beneficial to our colleges 
und universities. 

I have the high honor of living in Gainesville, Fla., where the Uni- 
versity of Flor ida is located, and I can testify as to the benefits of this 
program for that great institution. I sincerely hope this committee 
will continue to approve our fine college housing and related programs. 
Mr. Chairman, particularly, I would ‘like to speak of that part of the 
college housing program which concerns the construction of union and 
student centers on the various campuses of our colleges and universities. 

It is my understanding that $100 million was originally authorized 
by Congress for loans to aid in the financing of service facilities such 
as college unions, student centers, infirmaries, and so forth. It is my 
understanding that this program which has been authorized under 
the college housing program will probably be soon exhausted unless 
provisions are made to increase this authorization. 
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I would like, respectfully, to request the committee to increase the 
authorization for this particular program by an extra $50 million. I 
believe that such an extension would be sound and would be justi- 
fied. My interest in this matter stems from the fact that for a num- 
ber of years I was director of the Florida union on the campus of the 
University of Florida, and had the high honor at one time of being 
the president of the National Association of College Unions, com- 
posed of directors of these student activity centers on the campuses 
of colleges and universities in the United States and Canada. I be- 
lieve that these unions are of great educational benefit to our students, 
and I found on many campuses they were absolutely essential from 
the standpoint of what we might call the housekeeping facilities of 
the university. 

In a number of union buildings throughout the country we find cen- 
tered the dining facilities for the university, dormitory rooms, and 
other facilities, without which the university could not function 
properly. And I may add that in instances where these facilities are 
in the union, I believe they have resulted in great economical benefits 
to the institution. 

I trust this distinguished committee will earmark this proposed in- 
crease of authority in the amount of $50 million, so many of our col- 
leges and universities can finance in the future their college union 
buildings as they have been able to in the past. 

With your permission I should like to include for the record a reso- 
lution adopted by the 300 delegates to the last convention of the Asso- 
ciation of College Unions in April 1958, on the campus of Michigan 
State University. 

Now, Mr. Chairman, that concludes my very brief statement. 

Mr. Rarns. We are glad to have it, Mr. Matthews. 

Mr. Martruews. I know you know so much more about this than I 
do, but if there are any questions the committee would like to ask 
me-— 

Mr. Ratns. Have you had an opportunity to look at H. R. 12752, 
which I introduced on college housing ? 

Mr. Matruews. Yes. 

Mr. Ratns. Provided in that is college student union facilities, and 
so forth, and many other things. Another distinguished colleague, 
Mr. Teague, spoke along the lines you are talking about. This com- 
mittee, I am sure, will write a good college housing section, and I am 
sure student union buildings will be incorporated in it. 

Mr. Martruews. Thank you, sir. 

Mr. Ratns. Now, I would like to ask you one other question and 
maybe this will bring on a little discussion from the committee. I am 
not trying to get us off into another field, but today, in the light of 
the fact that so much talk is going around about the shortcomings 
of our country from an educational standpoint in scientific matters, 
scientific education, and in view of the fact that we are likely going 
to receive testimony from presidents of college associations that their 
greatest need is for buildings and laboratories in which to teach them, 
incorporated in that same bill which I mentioned a moment ago would 
be loans to colleges, large and small, to build scientific classrooms; in 
other words, buildings needed for the teaching of science. 

Do you regard that part of the college housing program as essen- 
tial as you regard the dormitories and student unions ‘ 








HOUSING ACT OF 1958 119 


Mr. Marrnews. Mr. Chairman, I would. If the chairman would 
yermit me to make this comment, on the campus of our university the 
Seas of our graduate school, Dean Grinter, suggested to me that he 
felt we needed about 15 institutions of learning in the United States 
like the Massachusetts Institute of Technology. He has gone to 
Russia, he has done considerable studying, and he says that he falioves 
that unless in the near future we can get these great engineering 
centers with these laboratories and facilities, that you have indicated, 
that we are not going to be able to catch up with Russia. I was so 
impressed with his suggestion that I introduced legislation that 
would provide for a matching program that would permit a State 
or group of States to establish these engineering centers. 

I say that, sir, so you will know that I have given a little thought 
to what you have said, and I think the chairman is absolutely right. 

Mr. Ratns. Are there any questions of Mr. Matthews ? 

Mr. Apponizio. I have one question, Mr. Chairman. 

Mr. Rains. Mr. Addonizio. 

Mr. Apponizio. Congressman, are you aware of the fact that the 
administration has recommended an increase in the interest rate on 
the college housing program ¢ 

Mr. Marruews. Yes, and I deplore that. 

Mr, Apponizio. You deplore that ? 

Mr. Marruews. Yes. 

Mr. Apponizio. I am with you. As I recall, I think the chair- 
man’s bill, and also the bill that I introduced, calls for about 2% per- 
cent, and the administration wants to raise it to 314 percent. I cer- 
tainly think it would hurt the program a great deal. 

Mr. Marruews. I agree, and 1 hope the gentlemen’s position pre- 
vails on that. 

Mr. Berrs. Mr. Chairman. 

Mr. Rains. Mr. Betts. 

Mr. Berrs. I don’t want to appear to be critical in asking this, but 
how many State-supported universities are there in Florida? 

Mr. Marruews. Three. ‘Two at Tallahassee, the Florida Agricul- 
tural and Mechanical College, Florida State University, and then the 
University of Florida in my hometown of Gainesville. 

Mr. Berrs. Have any of these institutions secured dormitory loans 
in the past ? 

Mr. Marruews. It is my understanding all of them have, perhaps. 
I know my own university has benefited tremendously. Now it is my 
understanding that private institutions in Florida have benefited from 
this great program. For example, Stetson University, which is a 
Baptist school, has benefited tremendously. I happen to know par- 
ticularly of their part in this program. 

Mr. Berrs. Well, I have taken an interest in the program because 
I have felt that State-supported colleges have an advantage through 
a wider tax base to secure money for their operations, and I think we 
should be careful about extending Federal aid to State-supported 
institutions when the smaller private schools and universities are 
having difficulty. 

Mr. Marruews. I think the gentleman’s point is well taken. I 
might state at the University of Florida the president tells me he 
could make education at the university available to many more students 
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if they had more housing facilities. It seems that although your point 
is well taken, and is certainly true, I would like to respectfully suggest 
that more students could, I think, get more educational opportunities 
if these universities had more of these housing facilities. 

Mr. Berrs. The rich State of Florida, I believe, would support those 
dormitories. That isall. 

Mr. McDonovuex. Mr. Chairman. 

Mr. Rains. Mr. McDonough. 

Mr. McDonoven. I have supported the college housing section of 
the previous housing bill, but in this instance we are, in my opinion, 
invading the authority of another committee in this House, the Labor 
and Education Committee. We are not only providing housing, but 
facilities, laboratories, and equipment, which is getting pretty close 
toa direct Federal-aid-to-education program. 

Mr. Rarns. They are loans. 

Mr. McDonovcu. They are Federal aid, however, and at the rate of 
interest charged by the Secretary of Treasury which is supposed to 
be 27%; that is less than we are paying on our own debt. 

Now, do you think we ought to even loan money for a lesser rate of 
interest than we have to pay on our debt ? 

Mr. Martruews. I certainly think we ought to take great care in 
doing it, but, Mr. McDonough, I sincerely believe we ought to in this 
program. I think in helping America solve her problems of educa- 
tion we don’t need any new pattern, but perhaps we need better to 
purify the great pattern we have now. I believe, sir, you know of 
my intense worry about Federal aid to education and Federal control, 
and it worries me. I am sincerely worried, but I think this is the 
least objectionable, if I may put it that way, and if we can give help 
along this line on the loan basis at as cheap an interest rate as possible, 
it will be as inexpensive and as beneficial as any program we can 
devise. 

Mr. McDonovucu. Well, now, for dormitories and classrooms, that 
is one thing, but for equipment—that can go right down to the text- 
books, if you want to extend the definition of it, and if you get into 
that position with the Federal Government subsidizing State institu- 
tions, you are slackening the interest on the part of the State to main- 
tain its own universities. There is a philosophy developed here that, 
like other things that we do in Government, they look good on the 
surface and they have quite an appeal, but they are kind of like the 
camel’s nose in the tent; the first thing you know, the whole camel is 
inside and we don’t have the control over that we should have. 

I think our educational institutions in this country have become 
sound because of the independence, the free thinking within the State 
or town or city in which it is operating. But when you have a loan 
or a grant, you are taking away some of that freedom and independence 
which I think is very essential to education. 

Mr. Marruews. I share the gentleman’s concern, I certainly do. 

Mr. Rarns. Something was said a moment ago, I don’t know whether 
he was talking about present law or the bill I introduced, about this 
being a subsidized rate, but in the bill I introduced it would not be 
a subsidized rate. 

Mr. McDonowen. I agree, Mr. Rains. Mr. Addonizio said some- 
thing about he deplored the fact of increasing the rate. 
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Mr. Rains. Thank you, Mr. Matthews, for coming and app paring 
before us. 
(The following statements were submitted to the subcommittee :) 


STATEMENT BY HoN. JOHN LESINSKI, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MICHIGAN, ON His Brix, H. R. 12798 


Mr. Chairman and members of the committee, I appreciate having this oppor- 
tunity to testify in behalf of my bill, H. R. 12798, to provide for a moratorium on 
mortgage payments for certain mortgagors who are unemployed and unable to 
make such payments through no fault of their own, and for other purposes. 

The business decline which started last summer is the sharpest the country 
has experienced in the postwar period. The current recession is not only the 
steepest but is also likely to be the longest in duration since the 1930’s. By 
now there is more or less general agreement that the business decline has 
resulted mainly from the severe drop in the production of consumer durable 
goods and from the curtailment of plant and equipment expenditures. We know 
from the long history of business fluctuations that major contractions occur 
when the durable-goods industries are in the doldrums for an extended period. 

The latest report of the Department of Labor for the week ended July 5, 1958, 
states that initial claims for unemployment insurance benefits under the regular 
State and Federal employee programs rose sharply during the week ended July 
5, moving up by 100,900 to 467,200. Although insured unemployment showed a 
decline, the Department reports that claimants exhausting benefit rights have 
been an important factor in the downtrend in insured unemployment. Reports 
from States indicate that about 252,300 claimants exhausted their benefits dur- 
ing June. The States reporting the largest over-the-month increase in the num- 
ber of exhaustees were Michigan (8,000) and Indiana (5,100). 

Family incomes have been shrinking not only because of unemployment, but 
also because of the great increase in the number of workers on part time. Ex- 
tended unemployment brings on an increase in defaults on homes purchased 
during more prosperous times. This condition not only means the loss of hard- 
earned savings by the individual but also contributes to the deepening of the 
recession. 

A recent article in the Wall Street Journal reported that the number of new 
defaults in GI loans during the first 5 months of 1958 reached 41,087, a 22-percent 
hike over the new defaults in the same 1957 period. During the same 5 months 
more than 18,000 notices of intention to foreclose were filed by lenders. 

The Veterans’ Administration is paying out for homes they have taken pos- 
session of and placed in the Property Management Division about 35 a month. 
There are at the present time about 450 homes in that Division. The notices of 
intention to foreclose are going out at a rate of 205 a month. Present foreclo- 
sure processing is about 4 times as much as it was a year ago. 

Activity in the Federal Housing Administration on this particular problem 
is not as great. In 1957 there were only 11 properties coming into FHA posses- 
sion. Thus far in 1958 only about 5 were taken over and absolute foreclosures 
are about the same as for last year. As far as foreclosure starts are concerned, 
in 1957 there were 22; so far this year there are 37. 

The position of the Federal Housing Administration is that current economic 
conditions do not warrant moratorium legislation and that both FHA and VA 
have in operation adequate procedures relating to defaulted mortgages. 

I appreciate that in the past when the economic picture was brighter than it 
is today the procedures of those agencies might have been sufficient to cope with 
the small number of defaulted payments. The “active” policies of “encouraging 
forebearance by lenders” is a fine gesture, but from conversations I have had 
with homeowners in my district, I have learned that such encouragement has 
not always produced forebearance. In addition, the picture is changing, as 
evidenced by the latest reports of the Department of Labor on those who are 
exhausting their unemployment benefits. Therefore, I believe this is the time 
to put a measure such as I have proposed on the books so that when needed, 
relief will be available to the hard-pressed homeowners of our Nation. 

I am not claiming that my bill is perfect in all respects, but I do believe it 
presents a good outline for the solution of a problem that might become more 
aggravated as time goes on. T firmly believe, as I have stated previously, that 
there is a need for this type of legislation not only to prevent personal hard- 
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ships due to no fault of the individual but also to help promote economic recovery. 
Therefore, I respectfully recommend to the committee that it take favorable 
action on my proposal to provide for a moratorium on home mortgage payments 
by those individuals who through no fault of their own are unemployed, have 
exhausted their unemployment benefits, and are unable to keep up their payments. 

For the record, following are official expressions of interest in such legislation 
from the village of Inkster, township of Van Buren, and the Lincoln Park Demo- 
cratic Club, of Michigan, which I am presenting as a representative sample of 
the local feeling on the subject. 

RESOLUTION 


58-116. Resolution by Councilman Youngblood, supported by Councilman 
Hawthorne, that: 

“Whereas the general economy of the United States is in a very severe decline, 
resulting in an unemployment force of over 444 million persons not including 
those who have exhausted their unemployment benefits ; and 

“Whereas during such times of depression many residents lose what little 
equity they may have in their homes as a result of insufficient income to pay both 
house notes and other necessary financial obligations, resulting in the need to sell 
the house or forfeit by foreclosure ; and 

“Whereas such severe losses result in extreme mental anguish, loss of personal 
dignity and pride, and in the deterioration of the family, often resulting in the 
development of an antisocial, criminal personality capable of doing great harm 
to the community; and 

“Whereas it is within the power of legislators to provide relief for such cases 
in the form of legislation to: 

“1. Declare a moratorium on mortgages of unemployed citizens. 

“2. Provide for the payment of current notes to the mortgagor with FHA 
funds during the period of unemployment. 

“3. Provide for repayment to the FHA by the mortgagor on a monthly 
basis of payments made by and with the FHA funds at the termination of 
the mortgage ; and 

“Whereas it is the God-inspired duty to promote the general welfare: There 
fore be it 

“Resolved, That the council of the village of Inkster, County of Wayne, State 
of Michigan, does hereby endorse the fundamentals of this resolution declaring 
a moratorium on the mortgages of unemployed citizens; and be it further 

“Resolved, That the council respectfully request that serious consideration be 
given the contents of this resolution by the State legislature, and the Congress 
of the United States: and be it finally 

“Resolved, That copies of this resolution be sent to State Representative Hiram 
MeNeely, State Senator Patrick Doyle. Congressman John Lesinski, Senators 
Patrick McNamara and Charles Potter.” 

Yeas: Councilmen Wagner, Hawthorne, Kozak, Carroll, Youngblood, Presi 
dent Olson. 

Nays: None 

Absent : Councilman Kulas. 

I hereby certify that the foregoing is a true and correct copy of a resolution 
passed by the council of the village of Inkster, Wayne County, Mich., at a regular 
meeting held on Tuesday, February 25, 1958 

FREDAK DEPLANCHE, 
Village Clerk, Village of Inkster, Mich. 


VAN BuREN TOWNSHIP, 
Belleville, Mich, July 5, 1958 
Hon. JoHn LESINSKI, 
Representative 16th District, Michigan, 
Dearborn, Vich. 


DreaR Mr. LESINSKI: At a regular meeting held on June 17, 1958, the Town- 
ship Board of Van Buren Township, Wayne County, Mich., motion was made by 
Mr. Frank Wisniewski, supported by Mrs. Madge Eilbaum that this board go 
on record as being in favor of House bill No. 12798, to provide a moratorium on 
mortgage payments for certain mortgagors who are unemployed and unable to 
make such payments through no fault of their own, and for other purposes. All 
five members of this board were present and the motion carried unanimously 
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A copy of this letter is being sent to Hon. Albert Rains, chairman of the House 
Subcommittee on Housing and to Hon. John Sparkman, chairman of the Senate 
Subcommittee on Housing. 

Very sincerely yours, 
MApDGE FE. EILBAUM, 
Olerk, Van Buren Township. 


RESOLUTION 


Whereas the unemployment problem is daily becoming more acute in the United 
States ; and 

Whereas the Republican administration is making no strong moves to alleviate 
the hardship brought about by the said unemployment ; and 

Whereas an iron curtain has been dropped over the facts on unemployment 
by the press and other mediums of information ; and 

Whereas because of the unfortunate inaction of the press, many people are 
being kept in ignorance of the gravity of the situation ; and 

Whereas depression conditions in the United States would strengthen the hand 
of those who seek to discredit our form of Government ; and 

Whereas thousands of American homes are being jeopardized by the unem- 
ployment now so widespread : Now, therefore, be it 

Resolved, That the Lincoln Park Democratic Club and its 900 officers and mem 
bers, strongly urges the Honorable John Lesinski to work toward presenting leg- 
islation to the House of Representatives of the United States of America; and 
be it further 

Resolved, That said legislation shall call for a moratorium on payments on 
home mortgages after a householder has exhausted his unemployment benefits ; 
and be it further 

Resoived, that such moratorium shall exist until the householder has returned 
to some gainful occupation ; and be it finally 

Resolved, That copies of this resolution be sent to the State central committee 
of the Democratic Party in Michigan, and to the 16th Congressional District 
Democratic Organization, in the hepe that they will use their good offices to 
further the resolution and spread the demand for the above legislation. 

(Adopted December 10, 1957, by the Lincoln Park Democratic Club.) 


STATEMENT OF Hon. TnoMas M. PELLY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 


Mr. Chairman, first let me thank you and your subcommittee in giving me the 
opportunity of testifying in support of H. R. 9190, legislation authorizing the sale 
of approximately 2.17 acres of land in the High Point housing project in Seattle, 
Wash., to the Seattle School Board. 

A brief background of the events leading up to the introduction of this legis- 
lation I believe are in order. The Seattle School Board initiated its original 
application to purchase this land from the Seattle Housing Authority back in 
September of 1954. In other words, the sale has actually been pending some 3%4 
years. At that time the Seattle Housing Authority received original authoriza- 
tion for the sale from PHA’s San Francisco field office, an authorization later 
rescinded by PHA in Washington, D. C. The 28 units in the 10 buildings effected 
by the proposed sale have been frozen since October of 1954, and by frozen I 
mean boarded up and completely withheld from rental. 

The area authorized for sale under H. R. 9190 is part of an approximately 
6-acre privately owned tract which the Government preempted and acquired for 
$2,200 when High Point was built in 1942. While the Seattle Housing Authority 
acquired the entire project, some 1,300 units, from the Federal Government with- 
out cost in 1953 under the Lanham Act, the Federal Government, of course, re- 
tained its financial interest under a contract which required that residual re- 
ceipts be returned to the Government over a 40-year period and which prevents 
the Seattle Housing Authority from disposing of any of the land or buildings 
except, as the Federal Government, acting through the Public Housing Admin- 
istration might approve such disposal in the light of its own financial interest. 

The Seattle Housing Authority, recognizing the pressing need for additional 
playground area at High Point School, in view of the drastic increase of some 
300 percent in enrollment since 1943, opened negotiations with the Seattle School 











124 HOUSING ACT OF 1958 


Board which culminated in September 1954 in a proposal by the authority to sell 
the 2.17 acres covered by H. R. 9190 to the Seattle School Board. Under the 
agreement reached by the two parties it was proposed that the 10 buildings 
occupying the property be sold for office-site removal. On September 30, 1954, the 
deputy director of the San Francisco office of PHA approved the Seattle Housing 
Authority’s proposal and authorized the authority to proceed with the disposal 
of the 10 buildings for offsite removal and the sale of 2.17 acres to the school 
board at an accepted appraisal value. 

Subsequently the land was appraised at $14,175 and the school board agreed 
to purchase at this price. The appraisal for offsite removal of the buildings was 
$12,900. The proceedings, which were apparently proceeding normally, came to 
an abrupt halt in April 1955 when the Commission here in Washington, D. C., dis- 
approved the proposed sale on the grounds that under existing law the school 
board would have to buy the land and buildings, as is, on the basis of a fair 
market value which at that time was suggested to be somewhere between $71,000 
and $154,000. This figure has subsequently been negotiated down to I believe 
approximately $42,000. 

The Seattle School Board rejected the Government’s proposal on the grounds 
that the asking price was both prohibitive and unreasonable. The Seattle 
Housing Authority concurred with the school board’s objections completely and 
as far back as April 1955 attempted to persuade PHA to reconsider on the basis 
of (1) the public purpose involved, and (2) the obvious benefits of enlargement 
of the playfield to the authority and its High Point project. 

PHA refused to reconsider its original rejection, and all other appeals having 
failed, it was determined to resort to legislative relief. In June of 1956 I in- 
troduced my first bill, H. R. 10526, authorizing the sale of this property at a 
negotiated price of $14,175 with the 10 buildings to be disposed of on an offsite 
basis. This bill drew an adverse report from HHFA. In April 1957 this legisla- 
tion was redrawn in light of the technical departmental objections and in- 
troduced as H. R. 7042. This legislation again drew administrative objections. 

At this point, in July of 1957, PHA Commissioner Slusser visited Seattle, and 
after seeing the site and the need first hand stated that upon his return to Wash- 
ington he would review the objections raised by HHFA and try to resolve them 
favorably. Subsequently the Commissioner suggested several changes in the bill 
which he indicated would be acceptable to the Commission. These changes were 
incorporated in H. R. 9190, which I introduced on August 8, 1957. 

It was of course too late in the session to hope for action at that time. How- 
ever, in view of all that had transpired I was confident that early and favorable 
action would be taken in the current session. However, to my amazement, after 
the adjournment of Congress last summer, HHFA again issued an adverse report 
on the new legislation, H. R. 9190, in October of last year. 

I should like to reemphasize that the 10 units involved in this proposed sale 
have now stood vacant for approximately 3% years, representing a dead loss 
to the Government and under constant deterioration to the point where I am 
reliably informed that the Public Housing Administration can expect a budgetary 
request from the Seattle authority for fiscal 1960 in the amount of $25,000 to 
place the 28 units in usable condition. 

Mr. Chairman, I am frank in saying that in my 6 years in the Congress this 
situation presents the most frustrating legislative experience I have ever en- 
countered. In my opinion this sale, had it been consumated at its inception over 
3 years ago, would have not only fulfilled an urgent need but would also have 
resulted in no actual loss financially to the Government. I sincerely hope that 
this committee sees fit in its wisdom to include the provisions of H. R. 9190 as a 
section of the housing legislation now under consideration. 

Again, I want to thank you for giving me this opportunity to appear in support 
of my bill. 

Mr. Ratns. The committee will meet at 10 o’clock tomorrow 
morning. ; 

(Whereupon, at 3:30 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Wednesday, July 9, 1958.) 
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WEDNESDAY, JULY 9, 1958 


Hous oF REPRESENTATIVES, 
SUBCOMMITTEE ON HovusING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., Hon. 
Hugh J. Addonizio, presiding. 

Present: Messrs. } pram Barrett, Mrs. Sullivan, Messrs. Vanik 
and Ashley. 

Mr. Apponizi1o. The committee will be in order. 

Before we begin, I would just like to make an announcement for the 
sake of the rec ord and also for the information of the witnesses who 
are to appear here this morning, that unfortunately Chairman Rains 
will not be present this morning because he is a conferee and is pres- 
ently attending a conference between the Senate and House on a 
small-business bill. 

I understand that several Republican members also are conferees 
and for that reason, our committee will be rather depleted this morn- 
ing, but I am sure that we will try to do an effective job. Now I be- 
lieve our first witness this morning is Mr. Boris Shishkin of the 
AFL-CIO. 

Would you please come forward, Mr. Shishkin, and would you 
please identify the gentlemen with you! ? 

Mr. SuHisukIn. T hank you, Mr. Chairman. 

I am Boris Shishkin, secretary of the housing committee of the 
AFL-CIO, and I have with me Mr. Bert Seidman, economist of the 
AFL-CIO and Mr. John Edelman, national representative of the Tex- 
tile Workers Union of America. 


STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING COM- 
MITTEE, AFL-CIO; ACCOMPANIED BY BERT SEIDMAN, ECONO- 
MIST, AFL-CIO; AND JOHN EDELMAN, NATIONAL REPRESENTA- 
TIVE, TEXTILE WORKERS UNION OF AMERICA 


Mr. SuisHxin. I want to thank the committee for the opportunity to 
ne the views of the AFL-CIO on one of the most vital issues con- 

ronting this session of the Congress. 

Residential construction is the backbone of American economy. Be- 
cause of the critical role which housing plays in the economic life of 
the Nation, it is particularly important t that the adequacy of our pres- 
ent housing programs and policies be examined at this time. Such an 
analysis will reveal that existing programs are gravely inadequate to 
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meet the housing needs of American families or to assure that housing 
will be a source of strength rather than weakness to our economy. 


HOUSING ACTIVITY AT LOW LEVEL 


Before discussing the specific bills your committee is considering, 
I should like for a moment to indicate our appraisal of the current 
overall economic situation as well as the current level of housing ac- 
tivity. During the past few weeks, much emphasis has been placed by 
some administration officials and, to some extent, in the public press 
on a few indications that the economic downturn may have begun to 
flatten out. 

It is true that there has been a slight improvement in some indus- 
tries, but there is as yet no conclusive evidence that the economic 
slump i is over. Moreover, there is general agreement that even if we 
have reached the low point in the current recession, and this is by no 
means certain, it will require many months for full recovery to be 
achieved. Expanded housing activ ity could help to shorten materially 

the length of time required for recovery from the recession. 

Unfortunately, housing activity is still at a very low level, and there 
is no assurance of an early pickup of any sizable proportions. 

During the first 5 months of 1958, housing starts were at a seasonally 
adjusted annual rate of only 957,000 units. Unless this pace is sub- 
stantially improved during the remainder of the year, fewer houses 
will be built this year than last year, or in fact, than in any year since 
1948. Yet in 1948 our population was 27 million smaller than it is 
now. 

The present dismal housing picture would be even blacker if the 
emergency housing legislation had not been passed early this year. 
It is clear that the ‘slight pickup in housing activity can be attributed 
almost entirely to the beneficial effects of the E mergency Housing 
Act. 

It was clearly recognized when the emergency legislation was under 
consideration that it was by no means the complete answer to America’s 
housing problem. On the contrary, it was felt that by improving the 
financis al terms for certain types of housing the emergency housing 
legislation might give a quick shot in the arm to housing activity. 

3ut no more than this limited result was anticipated. 

Judging from developments thus far, the Emergency Housing Act 
has had this limited effect, but this is a very small source of satisfaction. 
Despite a slight upturn in housing starts, housing activity is neverthe- 
less at the lowest level in ne: irly a decade and there are no signs of a 
substantial improvement. This is at a time when many thousands of 
building tradesmen are without jobs and millions of American families 
are still ill housed. 

According to the census, more than 13 million families were living 
in substandard dwellings in December 1956, virtually as many as in 
1950. Harold P. Brannan, managing director of the National League 
of Insured Savings Associations, has pointed out that it would take 
all the housing consructed since World War II to replace the 13 million 
dwellings that are worn out and ought to be eliminated right now. 
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ADMINISTRATION BILL EXTREMELY INADEQUATE 


In sponsoring the introduction of H. R, 11173, the administration 
has demonstrated once again its complete failure to appreciate the 
critical housing problem the Nation faces. This failure stems from a 
fundamental defect in its philosophy and its program. 

Knactment of H. R. 11173 would do nothing to stimulate housing 
activity. This bill completely ignores the ur gent need of millions of 
low- and moderate-income families to obtain decent homes within their 
means. This bill would discourage rather than encourage the promis- 
ing urban redevelopment efforts which have been enthusiastically 
laune ‘thed in communities throughout the country. In short, the ad- 
ministration bill is completely silent on the most critical housing prob- 
lems confronting the Nation. Even worse, in some important particu- 
lars, enactment of H. R. 11173 would result in retrogression rather 
than much needed progress on the housing front. 

We particularly oppose the following ] provisions of H. R. 11173: 

1. Low-rent public housing: H. R. 11173 would freeze additional 
public housing construction (sec. 402). ‘The small number of public 
housing units built during the most recent period is due mainly to 
the incredibly bad : administration of the program by top officials of the 
Public Housing Administration and not to the satisfaction of the 
need of low-income families for decent homes within their means. 

We also oppose the proposed changes in eligibility requirements for 
public housing (sec. 401) and favor ‘Instead the provisions in 8. 4035, 
the bill reported by the Senate Banking and Currency Committee. 

2. Urban redevelopment: The administration purports to be ad- 
vancing a 6-year i renewal program with provision for $1.35 
billion in Federal capital grants. 

That amount is extremely inadequate, but much more harmful is 
the provision in H. R. 11173 which, by 1961, would reduce the propor- 
tion of the Federal contribution for urban renewal from the present 
two-thirds to only one-half (sec. 302). Financially strained local 
communities simply cannot shoulder this additional cost. A cutback 
in the Federal contribution would inevitably mean a drastic reduction 
in the entire urban redevelopment effort. 

3. Rental, cooperative and sales housing: The administration would 
raise interest rates for FHA-insured rental and cooperative housing 
from the present 414 percent to 51% percent (sec. 104). It would also 
repeal existing provisions regulating fees, charges, and discounts 
under the Federal National Mortgage’ Association’s —_ ial assistance 
program (sec. 202). Both of these provisions would force up the 
cost of hous sing at a time when the prime need is to push housing costs 
down. 

On the other hand, H. R. 11173 would make FHA mortgage in- 
surance available for luxury-type housing with mortgages up to 
$30,000 (sec. 101). There is no possible justification for the Federal 
Government to provide financial assistance to the wealthy families able 
to purchase such high-priced homes. 

These proposals simply make crystal clear the administration’s con- 
cern with mortgage financiers, builders and high-income home buyers 
and its complete disregard of the ordinary family seeking to buy a 
home without assuming an impossible financial burden. 
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S. 4035: S. 4035, the bill reported by the Senate Banking and Cur- 
rency Committee, represents a much more constructive approach to 
the Nation’s housing problems. While even this bill does not deal with 
all of the most pressing housing issues—an effective program of hous- 
ing for middle-income families is the most important gap—it does 
evidence a genuine determination to stimulate housing activity and to 
expand the supply of housing within the means of ordinary families. 


PUBLIC HOUSING 


Title IV of S. 4035 authorizes a number of worthwhile changes in 
low-rent public housing which should help to enhance the effective- 
ness of that much needed program. Among the most important 
features are the following worthwhile provisions which we endorse: 

1. A statement of policy for the public housing program which 
would help make public housing an integral part of the community 
and would encourage a larger measure of local autonomy in the 
administration of the program (sec. 401). 

2. Authorization for loca] housing authorities to set rents and 
income limits for public housing tenants at realistic levels in accord- 
ance with local conditions, subject to a statutory ceiling on income 
limits (sec. 402). And it is important that these are subject to statu- 
tory ceilings on income levels. 

3. Authorization for families whose incomes increase sufficiently 
beyond the maximum limits for continued occupancy to acquire their 
homes on reasonable terms (sec. 405). 

4. Improvements in the formula used for determining the annual 
contribution needed to reduce the rents in public housing to the level 
the low-income occupants of public housing can afford (sec. 403). 

5. Facilitating the development of low-rent housing in urban re- 
newal areas by making tax exemption the only required local con- 
tribution for low-rent projects in such areas (sec. 407). 

We are generally in agreement with section 403 of S. 4035 which 
provides that properly audited financial statements by local public 
housing authorities shall, in the absence of fraud or of evidence of 
gross waste or extravagance, be accepted as final and conclusive by 
all officers of the Federal Government. However, we think this pro- 
vision should be strengthened by making clear that acceptance of 
such audited statements is conditional upon absence of evidence of 
violations of the provisions of this act. If it will be of assistance to 
the committee, we will be glad to submit clarifying language on this 
point. 

We regret that S. 4035 authorizes construction of only 35,000 ad- 
ditional public housing units. We urge this committee to authorize 
release for construction at any time the full authorization provided 
in the Housing Act of 1949. With the annual contributions remain- 
ing available under the 1949 act, this would in effect authorize con- 
struction of approximately an additional 250,000 units. 

Even HHFA Administrator Albert Cole has admitted that some 
123,000 low-income families eligible for public housing will be dis- 
placed from their homes by urban renewal, highway, or other Gov- 
ernment programs during the next 3 years. In view of the repeated 
failure of the administration to recognize the urgent housing needs of 
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low-income families in the past, the administration’s estimate of the 
need for public housing must certainly be regarded as being too low 
even as far as displaced families alone are concerned. The Admin- 
istrator’s estimate takes no account whatsoever of the need of public 
housing for additional tens of thousands of low-income families whose 
dwellings, no matter how dilapidated, are not slated for clearance 
within the next few years. 

Thus, there can be no doubt that the release for construction of the 
remaining units authorized in the 1949 act is the minimum that is 
necessary even to begin to meet the urgent needs of low-income fam- 
ilies for decent homes within their means. 


URBAN RENEWAL 


Title III of S. 4035 is directed toward expanding and improving 
the urban-renewal program. The bill would provide a 6-year $2.1 
billion slum-clearance and urban-renewal program, with an annual 
capital grant authorization of $350 million which could be increased 
by $150 million in any 1 year. 

We are convinced that a larger authorization for a longer period is 
clearly warranted. We recommend authorization of $5 billion over 
a 10-year period with an annual capital grant authorization of $500 
million which could be increased by $100 million i in any 1 year. 

According to Architectural Forum, urban land areas under actual 
redevelopment are probably less than 1 percent of the total blighted 
areas in United States cities and substandard dwellings to be removed 
by redevelopment projects are slightly over 1 percent of all sub- 
standard nonfarm units in 1950. 

At the present pace, it will take many decades to make a substantial 
dent in the urban redevelopment job and everything possible should 
be done to speed up this effort. Even $500 million annually for urban 
renewal would be far less than the $21, billion a year the Federal 
Government is authorized to spend for the highway program. 

Yet, the success of the urban redevelopment. program is vital to the 
sound growth of the urban areas of our Nation. Therefore, we urge 
the subcommittee to recommend authorization of a 10-year $5 billion 
program. 

Let me briefly mention one other provision affecting urban renewal. 
Section 308 of S. 4035 would permit up to 15 percent of the total 

vapital grant authorization to be used for areas which are not pre- 
dominantly residential and which are not to be redeveloped for pre- 
dominantly residential uses even if such areas do not include a 
substantial number of slum dwellings. 

We would favor such a provision only if the Congress authorizes a 
subst: a larger amount for urban renewal than is provided in 
S. 4035. Unless this is done, we would oppose such a provision because 
it would subtract from the already inadequate funds for those urban 
redevelopment activities which are aimed at what should be the pri- 
mary objective of the program, improvement of housing conditions 
for families lacking adequate living accommodations. 
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COOPERATIVE HOUSING 


S. 4035 contains a number of provisions directed toward improving 
and expanding the existing FHA 213 cooperative housing program. 
With respect to these provisions, we have the following ‘comments : 

1. S. 4035 increases the authorization for FNMA by $50 million to 
make advance commitments for the purchase of mortgages on cooper- 
ative housing projects (sec. 701 (c)). We do not believe this amount 
is adequate. We would urge that the FNMA authorization for this 
purpose be increased by $300 million, with 50 percent of this amount 
reserved for consumer cooperatives. 

2. Weurge acceptance of the provision in S. 4035 authorizing inclu- 
sion in the mortgage amount on all projects under the cooperative 
housing program of community and recreation facilities now possible 
under the management-type program. 

3. We also urge acceptance of the provision bringing downpay- 
ments and mortgage percentages in the cooperative housing program 
into line with those now in effect for FHA-insured, single-family 
homes and multifamily rental housing. 

In addition, we urge the enactment of the following provisions: 

1. Authorization to include a regular 2 percent working capital fund 
in the total amount of the mortgage in order to strengthen the finan- 
cial structure and soundness of cooperative housing projects. 

2. Authorization to permit funds authorized by the Congress under 
the Emergency Housing Act of 1958 to be extended to cooperative 
housing. 

3. Authorizing the use of mortgage insurance under FHA 213 for 
acquisition by residents of properties in order to achieve cooperative 
ownership of existing housing. 


OTHER PROVISIONS 


In the main, we support titles I and II of S. 4035 which are aimed 
toward improving the FHA mortgage insurance program, especially 
in its phases involvi ing rental housing, housing in urban renewal areas 
and housing for the elderly. However, we would emphasize that the 
existing financial ch: urges for houses built under these programs are 
likely to be beyond the means of many individuals and families whose 
housing needs they are intended to meet. It is for this reason that we 
strongly advocate a new type of housing program aimed particularly 
at bringing the cost of good homes down to the level the ordin: ary 
family can afford. 

I would also like to direct your attention to one particularly unde- 
sirable provision in title LI of S. 4035 which would nullify prevailing 
wage requirements for rental housing for the elderly built by so- 
called nonprofit organizations. We strongly oppose this a ision in 
its present form. We urge that this provision be amended to per- 
mit voluntary donation of services for construction of housing for the 
elderly sponsored by nonprofit organizations providing the cost sav- 
ings achieved thereby are fully credited to the nonprofit organiza- 
tion. We would be glad to suggest legislative language to ac ‘omplish 
this result. 

We would also suggest that prevailing wage requirements apply 
to multifamily rental housing built under the FHA 221 program. 
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HOUSING FOR MIDDLE-INCOME FAMILIES 


Ever since 1950, the AFL-CIO and other organizations concerned 
with meeting America’s total housing requirements have urged the 
need for an effective program to make good homes available to 
workers’ and other middle-income families at costs they can afford. 
As we have already indicated, no single factor is more responsible 
for the present alarmingly low level of housing construction than the 
ever-widening gap between the financial charges families must pay to 
obtain homes and the incomes of most American families. 

The simple fact is that a large proportion of potential home buyers 
are being priced out of the market. As Business Week noted in its 
March 29, 1958, issue, increasing numbers of builders are beginning 
to realize that, “We have priced ourselves out of the big market.” 

The only answer to this problem is a program of low-interest, long- 
term loans which would reduce the financial burdens for families 
with incomes too high for public housing and too low for presently 
available private housing. During the past 8 years, various types of 
proposals have been advanced to accomplish this objective. Frankly, 
while we would be glad to assist in any way possible in helping to 
formulate specific legislation, we are not wedded to any specific 
formula. 

We are not too concerned, for example, whether a new national 
mortgage corporation is established to administer the program or 
whether it is done through the existing FNMA. Our one concern is 
that a new type of financing be developed which will result in 
monthly charges and rents within the means of middle-income 
families. 

This would require loans at approximately 3 percent for an amorti- 
zation period of at least 40 years and perhaps for large-scale projects, 
of 50 years. 

In addition, in order to reduce the financial burden for families in 
the initial years of their occupancy, consideration might be given to 
holding principal payments in the early years to a very low level. 
While, of course, the cost to the occupant would rise somewhat in the 
later years, these increases would be commensurate with anticipated 
increases in personal incomes and other costs. 

We would therefore suggest that amortization of loans under this 
program be limited to one-half percent per annum for the first 5 
years, 1 percent during the following 5 years and 14% percent in the 
third 5-year period; thereafter, amortization payments should be 
arranged so that together with the interest they will permit equal 
monthly payments for the remaining term of the loan. 

Let. me briefly illustrate what the effect of this program might be. 
At the present FHA effective interest rate of 534 percent (51% percent 
plus one-half percent mortgage insurance premium), a 25-year $12,000 
mortgage involves a total monthly housing cost of $119. Assuming 
that 20 percent of family income goes for housing, this requires an 
annual income of $7,125. 

The same $12,000 mortgage with a 3 percent interest rate amortized 
over a 40-year period and with amortization limited to one-half per- 
cent during the first 5 years involves a total monthly housing expense 
during that 5-year period of only $63 and a maximum ultimate ex- 
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pense of $79 during the 16th year and thereafter. A monthly hous- 
ing expense of $63 requires a family income of $3,800, and that is how 
you bring this type of housing within reach of the middle-income 
families. According to the census, approximately 38 percent of fami- 
lies in 1956, the latest year for which information is available, had 
incomes between $4,000 and $7,000. Some 16.6 million families were 
in that income range. Thus, with the low-cost financing we are 
urging, housing expenses could be reduced to a level which would per- 
mit more than one-third of American families, now largely priced 
out of the housing market, to obtain good homes within their means. 
We would urge that dwellings provided under this program should 
be provided at the lowest feasible cost so that it would be within the 
financial capacity of most middle-income families. Preference for 
these loans should be given first to families displaced by urban rede- 
velopment and other public programs; second, to families living in 
substandard homes or facing eviction from public housing because of 
increased incomes; and third, to families living in crowded homes. 


OTHER BILLS 


I should like to comment briefly on a number of other proposals 
which I understand your committee is considering. 

H. R. 3502: This bill, introduced by Congressman Rains, the dis- 
tinguished chairman of this subcommittee, would authorize $250 mil- 
lion for loans to nonprofit corporations at a 3 percent interest rate for 
& maximum amortization period of 50 years for construction of 
housing especially suited for elderly persons. 

We Sans emphasized on a number of previous occasions in testify- 
ing before this committee the large and expanding need for decent 
homes for our senior citizens at costs within their means. Enact- 
ment of H. R. 3502 would help to meet these requirements. We 
commend Congressman Rains for his untiring efforts to meet the 
housing needs of the elderly. We strongly endorse H. R. 3502 and 
urge the committee to recommend its enactment. 

H. R. 12752: This bill, introduced by Congressman Rains, would 
increase the amount available under the so-called college housing pro- 
gram and also broadens the scope of the program to permit loans for 
construction of new structures or remodeling of existing buildings 
suitable for use as classrooms, laboratories, and related facilities. A 
similar provision is contained in S. 4035. In view of the urgent 
need for expansion of our educational resources, it is a very worth- 
while proposal; and we urge the committee to recommend its enact- 
ment. 

H. R. 10457: This bill, introduced by Congressman Rains, would 
authorize the Federal Housing Commissioner to purchase FHA-in- 
sured mortgages for the purpose of avoiding foreclosure in cases 
where the mortgagor is in financial straits for reasons beyond his con- 
trol and could not otherwise retain his property. For many years, 
we have been urging that legislation be enacted to protect homeowners 
who are temporarily unable to meet their mortgage payments because 
of unemployment, ill health, or other unavoidable reasons. We there- 
fore welcome the introduction of H. R. 1045, and vigorously urge its 
enactment. 
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H. R. 10637: We are opposed to this bill, the proposed Home Loan 
Guaranty Corporation Act, in its present form, because it would 
authorize Federal financial backing for mortgage loans made by 
savings and loan associations but would do nothing to protect the 
financial interest of the home buyers. We fully understand that the 
FHA program is largely inoperative in some of our more isolated 
areas, and that a major purpose of this bill is to extend the operations 
of the savings and loan associations into the more remote communi- 
ties and thereby make more funds available for residential mortgages 
in such areas. However, we feel very strongly that if such a program 
were authorized it must, as a minimum, set a ceiling on interest rates 
and financial charges and provide for minimum standards of con- 
struction and liv: ability. Unless such provisions are included with ade- 
quate protection of home buyers, we would be forced to oppose en- 
actinent of H. R. 10637 or any similar proposals. I am attaching to 
my testimony a statement submitted to this committee by the AF'L- 
CIO on March 6, 1958, stating in more detail our views on this bill. 


OTHER LEGISLATIVE RECOMMENDATIONS 


In addition to the above proposals, we regard the following recom- 

mee itions as important for a well-rounded housing program: 

Federal action to assure the opportunity to ‘obtain adequate 
Mi wae to all families without regard to race, color, creed, or 
national origin. 

2. tequirement of payment of the prevailing wage in any housing 
— involving Federal financial assistance. 

3. Adequate provision for housing research and professional train- 
ing gin housing and planning. 

Conclusion. On behalf of the AFL-CIO, I request the committee 
to give our recommendations its earnest and sympathetic considera- 
tion. We are convinced that enactment of these proposals would 
provide the basis for a forward-looking housing program which 
would give all families the opportunity ‘to obtain good homes and 
prov ide a bulwark of strength to the American economy. 

Let me add a word, Mr. Chairman, and say again that in dealing 
with this legislation, the Congress is dealing with the future of 
American homes. This is where the spirit, the sinews of the Na- 
ton’s strength are being built, in the home and in the school. It is 
just as important to us in America to have this legislation put on the 
statute books as anything that is pending before this Congress today, 
and the enactment of the special emergency housing program early in 
this session is no excuse for Congress to regard its task in the housing 
= as accomplished. It has not been accomplished. We are look- 

ng to Congress to do its duty to the American Nation. 

ep hank you. 

Mr. Apponiz1o. Thank you, Mr. Shishkin, for your statement. I 
certainly think it covers a great deal of ground in a very concise and 
adequate manner. Of course, I agree very strongly with most of 
what you have said. Now, Mr. Shishkin, last night on the radio I 
heard something about unemployment figures. The unemployment 
figures for June have just been released, and while it is true on a 
seasonally adjusted basis they show a decline from May, I think it 
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is, most disturbing that the absolute number of unemployed is now 
nearly 51% million. Now, when a man is out of work, he is not inter- 
ested in whether he is classed as seasonally adjusted or not, and the 
plain fact of the matter is that we have 5144 million people wnem- 
ployed. 

From what I heard last night, this is the highest figure since 1941, 
the highest figure in 17 years. Now, all I can say is that it is my 
fervent hope ‘that we are seeing a flattening out of the economy, 
because the present 544 million “unemployed is enough to cause us 
the most serious type of concern. 

Now, let me ask you this, Mr. Shishkin. Don’t you think in the 
face of the 51% million unemployed, we cannot sit idly by and do 
nothing, and just hope that somehow the economy will revive itself, 
and that somehow we will find prosperity around the corner. 

Mr. SutsuHxrn. I agree with you, Mr. Chairman, but I will go one 
step further: It seems to me as far as this fundamental housing 
program is concerned, it will add strength to the economy not only in 
the immediate situation but in years to come. This is fundamental. 
I don’t think that this should be regarded as an emergency measure 
to reinforce the present situation. This should be regarded as a kind 
of thing that would end this recession, provide for recovery, and pro- 
vide for a steady and stable recovery and for growth over a period 
of years, because this need is coming. 

We know it is in the cards. We have the statistics showing the 
need, the population growth, the migration, the change in our com- 
munities, and this is the kind of thing that is needed to meet this 
requirement. 

Mr. Apponizi1o. But an adequate housing program would help this 
present situation ? 

Mr. Suisuxrn. Oh, very greatly. The action is very urgently 
needed, now. 

Mr. Apponiz1o. Now, I have not had time to study all of the 
amendments contained in the Senate bill on public housing, but as 
I understand it, I think most of them show much-needed improve- 
ment. Of course, I plan to study them more carefully later on in the 
week. 

Mr. Suisuxrn. Well, we commend the Senate bill to your consid- 
eration, and think that it is a sound bill. 

Mr. Apponiz1o. Well, do you agree with all of the Senate amend- 
ments that have been adopted ? 

Mr. Suisuxin. There are a few points that I mentioned here that 
needed perfecting changes, but as far as the bill as a whole is con- 
cerned, we regard it as a good, important, almost historic piece of 
legislation in the housing field. 

Mr. Apponiz1o. I know also that you have strong opposition to 
the administration’s proposed change in the urban-renewal program, 
which would bring the Federal share down from the present two- 
thirds to 50 percent. [ also feel strongly about that. 

I can’t think of anything which woud help kill the urban-renewal 
program more quickly and thereby making slums inevitable. 

I certainly want the record to show that I share your position 
entirely. 
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Mr. Suisuxin. Thank you, Mr. Chairman, this is just being real- 
istic. There aren’t the resources in local communities to assume an 
increased burden now, and it should not be shifted to them at this 
time. 

Mr. Avponizi1o. Now, I also noted in your testimony, Mr. Shiskin, 
that you favor Chairman Fains’ bill introduced in the last session, 
H. R. 3502. This would set up a loan program for housing for the 
Gist along the lines of the college-housing program. This i is a 
long-term loan at low interest rates, to nonprofit corporations to 
build h \ousing for the elderly. 

Now, I favor this program completely, and hope that we can put it 
into this year’s housing program. I would like to ask if you agree 
that the administration’s present program is hopelessly inadequate, 


primarily because it requires the nonprofit corporations to pay too 
much for their financing. 


The interest rate is 414, percent plus one-half of 1 percent of the 
annual insurance premium. Under the so-called Rains bill, the 
interest rate would be only 3 percent which would permit a sizable 
reduction in rents. Would you think it is fair to describe the present 
administration program for housing for the elderly as sheer window 
dressing ¢ 

Mr. SuisHKin. Well, I will leave that to be your description. I 
think, Mr. Chairman, that this program, as you said, is completely 
inadequate. I don’t think it envisages the real need in its full scope 
and I don’t think that it comes to grips with that problem. 

I think that the legislation that has been outlined in Mr. Rains’ 
bill is the kind of thing that is very ur gently needed to meet a grow- 
ing problem which will be upon us for years to come, because the 
proportion of our senior citizens of the total population is growing. 
We have to meet that problem, and the basis on which the adminis- 
tration is presently dealing with it is just not good enough. 

Mr. Apponiz1o. Now, on page 6 of your statement, Mr. Shishkin, 
I notice that you oppose—and this is in the last paragr aph—section 
308 of S. 4035, which would permit 15 percent of the total capital- 
grant authori ization to be used for areas which are not predominantly 
residential in nature. I am a little disturbed at that, because I have 
introduced legislation that would go even much further. We have 
a very serious problem in the city ‘that I come from where we have 
areas that do not have any residential character at all, it is mainly 
near a railroad areas, and unless the Federal Government extends 
some help in that direction, this situation can never be corrected, and 
as a result the city that I ‘come from, Newark, N. J., and certainly 
[ am sure it is true of many other cities throughout the country, can 
never adequately redevelop the city. There would always be this 
one sore spot if nothing else. Private industry or private capital 
does not go in there and do the job, so I am a little disturbed that 
you would oppose such an amendment. 

Mr. SuisuHKin. Well, my point, Mr. Chairman, I want to make it 
erystal clear, is that this type of action is needed, that it should be 
taken, that there is need for it in not only your community but in 
hundreds of major industrial centers in America where urban rede- 
velopment should apply to areas that are not predominantly resi- 
dential. My only point here is if Congress so provides that it should 
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provide the money from it, because the present formula that is in 
this bill amounts to robbing Peter to pay Paul. 

It is taking it away from housing in order to finance that, and it 
applies the housing program to the “clearance of industrial slums. 

We think the industrial slums should be cleared but special pro- 
vision should be made for their clearance. 

Mr. Avponizio. I hope as you do that there will be more funds 
given to the urban-renewal program so that we can take care of all 
of these problems. 

Mr. SuisuHKin. We are saying here we would oppose that unless 
this is done, unless that financial provision is made. 

Mr. Apponizio. In the closing part of your statement, I notice you 
also oppose Chairman Rains’ bill which is on the Home Loan Guar- 
anty Corporation. 

As I understand it, your opposition stems from the fact that there 
is no ceiling on the interest rate and nothing to protect the property 
standards. 

Mr. SuisHxin. That is right. 

Mr. Apponizio. Now, if some amendments were adopted to correct 
this situation would you then be opposed to it ? 

Mr. SuisHx1n. Well, I have a statement that I would like to have 
permission to insert at the conclusion of the record, which deals in 
more detail with this specific problem. 

Mr. Apponizio. You may do that without any objection. 

Mr. SuisHKIN. I point out in that that there is a fundamental 

rinciple involved here of the operation of the kind of formula we 
aa which stands as a fundamental basis of principle under the 
FHA program, and the alternative course here, of having the Federal 
Government underwrite the savings and loan associ: ition operations 
and this without the protection of standards. 

Mr. Apponizio. Mr. Barrett 

Mr. Barrerr. Mr. Shishkin, I am in complete agreement with your 
views. In fact, there isn’t anything in your statement with which 
I could disagree. 

Mr. Sutsuxin. Thank you, sir. 

Mr. Barrett. I am inclined to believe, however, that if our timing 
is right, we may be able to accomplish the things you suggest. I 
am wondering if the present economic situation will permit us to sub- 
mit such a liberal bill to the House in this session. 

Mr. SuisuKk1n. Well, strategically, it seems to me the most impor- 
tant element involved in this is timing, because at the present time, 
if we do take this action, it will provide the kind of confidence and 
encouragement in the major economic development. 

As I said at the outset of my statement, that the residential con- 
struction industry is the backbone of the American economy, and if 
this action is taken it will insure recovery all of the way down the 
line. 

When you provide living space not now available, you create 
demand for durable living goods, for things that go into this housing 
space. As I like to put it, the housing floor space has to be balance ed 
with the production of vacuum cleaners. You can’t have production 
and demand of vacuum cleaners unless there is floor space to use them 
on, and so on for paints, other products, furniture, and everything 
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else. This is the kind of thing that triggers a tremendous amount 
of other economic activity and provision of this program at the 
present time I think will be a very important strategic time element 
on our road to recovery. 

Mr. Barretr. Thank you, that is all. 

Mr. Apponizio. Mrs. Sullivan 

Mrs. SuLuLivaN. It is always nice to have you here, Mr. Shishkin, 
and to hear your very enlightened comments. I was interested in 
some of your suggestions for more public-housing units. In your 
estimation why do you think there have been so few public-housing 
units authorized or rather placed under contract in these past 2 years / 
Since the new act of 1956, authorizing 70,000 units, only some 8,800 
have been put under contract. 

Mr. SuisHKin. Well, Mrs. Sullivan, reluctantly, but in all honesty 
I must place the blame at the door of the Public Housing Adminis. 
tration, as now administered. 

I think the bureaucratic role of the PHA here in Washington has 
not given the whole housing authorities and institutions that have 
been set up the opportunity to develop local intiative and have the 
Federal Government come in as the helping hand to carry out the 
program, and instead of that, the rubber stamp and the veto power 
redtape that has bound this program together has resulted in the 
very serious setback you have mentioned, Mrs. Sullivan. 

Mrs. Sutiivan. Can there be any blame put on the local authorities 
for not pressing for quicker action ? 

Mr. SuisuKin. Well, there are some instances in which that might 
be true, but I think in general the local housing authority w hich is 
locally constituted, which is serviced by people who are serving on 
the authority Ww ithout compensation, who are public-spirited citizens, 
leading citizens in the community by and large, they are aware of the 
need, they : are anxious to be of service, they are anxious to develop the 
program nationally. 

But when they are confronted with this many-headed hydra that 
requires them to go through this painful procedure and being set 
back, and as a result, I think that discouragement is too much for 
many of the authorities purely on an administrative handling basis, 
Mrs. Sullivan. 

Mrs. Sutitivan. Since there is the authorization which I don’t think 
runs out until July 1959, for another 35,000 units, why would you 
stress putting into effect now the full authorization provided in the 
Housing Act of 1949, that would in effect authorize the construction of 
approximately some 250,000 units, I think you mention that in your 
statement on page 5. 

Mr. SuisuHKin. May I have Mr. Seidman touch on that, Mrs. Sulli- 
van ? 

Mrs. Sutiivan. Yes. 

Mr. Seroman. What we are suggesting is that the full authoriza- 
tion should be put into effect for use at any time. Now, we anticipate 
that if the changes which are provided for in the Senate bill are put 
into effect that this will revitalize the entire public housing program. 
We anticipate also—we don’t anticipate, we actually know that the 
need already exists because of the displacement of tens of thousands 
of families in cities throughout the country, not only by the urban- 
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renewal program but by highway construction and by other types of 
public action. 

There is in addition a large number of families who may not be 
displaced but are living in substandard dwellings who need decent 
homes. We think that this movement should not be stymied by an 
artificial barrier of a particular number of units. If, for some reason, 
and we don’t see any such reason, but if for some reason our hopes 
should turn out to be not well founded, then all that would mean is 
that the authorization would not be used. But we would like to have 
the authorization there so that when the opportunity arises, and we 
think it will arise quickly, it will be there and it can be utilized by the 
local communities to meet their needs as rapidly as they can, Mrs. 
Sullivan. 

Mrs. Sutiivan. I agree with you that the need certainly is there 
for this type of housing, but your only reason behind it is that this 
section of the Housing Act w ould not have to be brought up year after 
year, to authorize a certain number for a given time, and if we simply 
put in the complete authorization to be used as needed, you feel it 
would more adequately serve its purpose, is that it? 

Mr. Sempman. Yes, we would not like to see the program artificially 
blocked at some point, just because there was not the adequate author- 
ization that might be needed ? 

Mrs. Sutuivan. I see. Mr. Shishkin, I note that your views are for 
a good strong housing program—you say it would be a helpful stim- 
ulant to our country ‘and while there m: vy be signs that the economic 
downturn is flattening out, we can’t be certain that a rapid recovery is 
certain unless we take concrete action. 

Now, you point out that the emergency housing bill passed earlier 
this session had a quick “shot in the arm effect” and is currently help- 
ful in providing an economic stimulus. We were told by Mr. Baugh- 
man, the President of FNMA, that based on current trends the bill 
had provided for the support of low-cost FHA-GI loans in the emer- 
gency housing bill will be exhausted before the end of this yea 
Would you favor Congress providing additions il funds to FNMA for 
the support of low-cost FHA and GI loans? 

Mr. SuisHKin. Yes, we do, and that might be the strategic time to 
have that come to hand because if this money runs out at this time, the 
additional funds that are needed for this vital program will just come 
in time. 

Mrs. Sutrivan. I note, also, Mr. Shishkin, that you oppose the ad- 
ministration’s proposal to let FNMA set its own price for the mort- 
gage that it pays under the special-assistance program. I couldn’t 
agree with you more. I favor continuance of the par purchase price 
program that Congress has put into the law, but I would like to know 
how you feel about an amendment which would further limit the fees 
which FNMA would charge against the borrower under the special- 
assistance program. 

Under the present law, FNMA is permitted to charge up to 11% per- 
cent of the loan amount. How would you feel about an amendment 
which would limit FNMA’s charge to 1 percent ? 

Mr. Sempman. If I may answer that, I think that we would favor 
such an amendment. Our feeling is that the FNMA fees have been 
excessive, and we would favor it particularly with regard to this spe- 
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cial-assistance program, because the special-assistance program, by its 
very name, is a program which is designed to get housing produced 
quickly, that would ‘not otherwise be produced, “to provide the funds 
necessary for such housing. 

It is to provide housing for people who are in particularly urgent 
need for housing, the various types of programs which come under 
special assistance makes that very clear, and to pile additional fees 
and charges on that kind of program and make it more difficult for 
those people to obtain houses defeats the very purpose of the program. 
So, we would very strongly favor the kind of proposal which you are 
suggesting. 

Mrs. Sutiivan. Thank you, gentlemen. That is all, Mr. Chairman. 

Mr. Apponizio. Mr. Ashley. 

Mr. Asuuey. Mr. Shishkin, I think the last time that you were 
before our housing subcommittee the situation with respect to our 
housing picture was quite different than it is now. Actually, the 
results were the same, but the reasons for the results were probably 
different. 

You recall at that time that money was extremely tight. Interest 
rates were high. The amortization period on most loans under the 
Government programs and conventional loans, too, was pretty short, 
and the result was not much activity with respect to new homes, and 
you pointed out, I think, in your statement, that during this tight- 
money period new housing starts fell consider: ably below the million 
mark, and it was mainly, ~ wouldn't you say, because of the unavail- 
ability of mortgage money ? 

Mr. Suisuxin. That was one very important element; yes. 

Mr. Asuury. Well, today, the situation has changed. Wouldn’t 
you agree to that ? 

Mr. SuisuKxin. Well, it hasn’t changed enough. 

Mr. Asuiry. Well, it has changed as far as the availability of money 
is concerned. The banks certainly have, with the rediscount changes 
and so forth, the banks have mortgage funds available, don’t they ? 

Mr. Suisuxin. Well, they have more mortgage funds, but, actually, 
the Federal Reserve Board has not actually exercised its full authority 
under the Federal Reserve Act because it has not resorted to open- 
market operations, for example, in order to ease the credit even in the 
face of the serious recession we have. 

Mr. Asutry. It may not be buying mortgages; that is true, but 
isn’t it your experience, from what you gather from around the coun- 
try, that banks do have funds available for mortgage loans? 

Mr. SuisHx1n. There is greater liquidity, that is true. 

Mr. Asutery. At least that is the experience I get out in the Toledo 
district; that the applicants aren’t there, and I am wondering why 
that is, in your experience. Sure, we have 5 million unemployed, 
which is a ghastly situation for a country of 175 million, but it is a 
little hard for me to understand, with the change that brings about 
now the availability of mortgage funds that wasn’t there 9 months 
to a year ago, why there isn’t more activity in these Federal loan- 
guaranty programs. 

Mr. SuisHKin. Well, the main reason is the terms on which these 
funds are offered for the actual acquisition of housing. The terms are 
not sufficiently liberal for the prospective home buyer, or even pro- 
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spective tenant, to take full advantage of them. They are not bringing 
the housing within the reach of the buyer. That is the big problem 
here. That is the basis for our whole approach toward the middle- 
income housing program, for example. 

Mr. ASHLEY. As money become more available, and it has become 
more available, of course, because of the policies of the Treasury 
and the Federal Reserve, isn’t that so; in other words, they make 
money available cheaper or with fewer bank reserves needed; isn’t 
that basically correct ? 

Mr. SuisHxin. Yes, belatedly, yes. 

Mr. Asuiey. Are you saying the banks haven’t passed this on to 
the consumer ¢ 

Mr. SuisHxin. No; I am saying the interest rates and the terms 
on which this money is being offered concretely for the purchase of a 
dwelling unit are not sufficiently liberal for the home buyer to avail 
himself of the possibility of purchase. 

Mr. Asuury. Well, by and large, commercial banks are getting 
money cheaper than they were 12 months ago, considerably so, because 
of the lowering of the discount rate on 4 occasions, I believe ; wouldn’t 
that be true? I wonder is it your notion that the banks have passed 
this on to the consumer ¢ 

Mr. Suisnxrn. Well, the lending institutions which actually do 
provide the source of finance ing for ‘housing, itself, are still charging 
interest rates that are too high to bring this housing within the reach 
of the average family. 

Mr. Seman. I would like to say, with respect to this, that at the 
wrong time, as we look back now, just before the change in the eco- 
nomic situation, the FHA raised the interest rate and the VA interest 
rate has gone up, but now in this situation, while it may be true that 
there are more funds available, the interest rates are still at this arti- 
ficially high level and nothing has been done to bring the interest rate 
down, and the builders themselves acknowledge that they are simply 
pricing themselves out of the market. 

They can’t produce houses for very much less than they are, in terms 
of the construction cost, and we feel that the only way of meeting this 
problem, as Mr. Shishkin has indicated in his statement, is to reduce 
the interest rate and provide more attractive financial terms for the 
people who need the houses, and this is the ideal time to do this, because 
this is a period when interest rates generally are falling, but they have 
not fallen as far as residential mortgages are concerned. 

Mr. Asuiry. I would tend to agree with you on that. It is also 
true, however, that the interest rates are also, clearly, only one factor 
as far as the carrying charge to the average family is concerned. My 
query is: How much difference it actually makes for, let us say, a 
GI family, 4 percent as against 414; how much per month difference 
does it make on a $10,000 or $12,000 home ? 

I think that there are other factors that are considerably more im- 
portant than the interest rates on a GI loan, particularly because they 
are the lowest that can be found today, even though Congress has seen 
fit to increase the amount. 

Do we have administered prices in the housing area as we do in the 
automotive field ? 
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Mr. Suisuxrn. Well, as far as some of the components of housing 
cost, yes. 

Mr. Asuury. I am just wondering why it is that during a period of 
recession housing costs continue to mount, which they do pretty much 
the same as automobile costs do, and it seems a little extraordinary to 
me, because in many cases, while there should be a big demand, there 
actually, as is inevitable during a recession, is a decrease in demand 
which isn’t reflected at all in the price. The price keeps on mounting. 

Mr. SuisHK1n. Well, the result of this built-in pattern of charges 
which is artificial, as Mr. Seidman pointed out, and which has been 
maintained and which, as a matter of fact, has been increased to some 
extent, and there are still proposals to increase it further, so you have 
that pattern to deal with, also, in the cost pattern. 

Mr. Asuiey. A couple of years ago or a year ago, some of the ad- 
ministration witnesses that came before the committee said that the 
tight money policy was necessary with particular reference to housing 
in order to keep prices down, indicating, of course, that unless these 
tight-money policies were followed that there would be runaway in- 
flati ion in the housing area, and yet under query they admitted that the 
materials that go into a home were not in short supply, so they appar- 
ently were talking about a different kind of inflation than the classic 
concept of too much money chasing too few goods. 

Would you say that that situation prevailed today? Are there 
plenty of building materials; is there plenty of labor to meet the needs 
of the American public with respect to shelter ? 

Mr. Suisukr. I think that the materials and labor are certainly 
plentiful, but I think that the abundance of these materials has not 
reflected itself in the price structure, and I think that that certainly 
‘an be demonstrated, and also I think in the whole pattern of the econ- 
omy today, as far as the current recession is concerned, there is nothing 
classic about it as far as the relationship of prices to supply. 

Mr. Asuiey. So that you would tend to agree that there are admin- 
istered prices prevalent throughout the building construction field ? 

Mr. Suisikin. Both administered prices with regard to some com- 
ponents and also, and particularly more importantly, the artificial 
charges and patterns of cost. 

Mr. Asuiey. Yes; these administered prices that are put in homes 
beyond the reach of the average today. 

Mr. Sutsuxiy. Yes. 

Mr. Asuiey. I would certainly agree with that, and that is all I 
have, Mr. Chairman. 

Mr. Apponizio. Any further questions? If not, you may step aside, 
Mr. Shishkin. We thank you for coming, and thank you for your 
statement, and I want to assure you that the committee will give it 
very serious consideration. 

Mr. SuisnKin. Thank you very much, Mr. Chairman. I appreci- 
ate your attention. 

Mr. Apponizio. Our next witness is the Honorable Anthony J. 
Celebrezze, mayor of Cleveland, representing the American Munici- 
pal Association. 

Will you please come forward, Mayor. Before we beg, Mayor, 
may I just note that our very distinguished colleague from the State 
of Ohio, representing the Cleveland area, is here, Mr. V anik, and I 
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thought perhaps Mr. Vanik would like to say a word before the mayor 
begins his testimony. 

Mr. Vani. Mr. Chairman, I want to take this opportunity to pre- 
sent the mayor of my city, Mr. Anthony J. Celebrezze, who is no stran- 
ger to this committee. He is vice chairman of the American Municipal 
Association. He has previously made invaluable contributions to 
these hearings. 

Mr. Celebrezze, as the mayor of my city, is aggressively spearhead- 
ing a slum clearance and urban renewal program which is revitalizing 
city life in my city in a very heartening manner. He is enthusiastic 
about the prospects for this program, and I know he will make a very 
splendid contribution to these hearings. 

Mr. Apponizio. Thank you, Mr. Vanik. I want you to know that 
we have had the pleasure of having the mayor before us as a witness, 
I believe it was in early January, when we had some hearings on slum 
clearance and he was a very able witness and gave us many valuable 
contributions. 

Mayor, you may proceeding in whatever way you desire. 


STATEMENT OF HON. ANTHONY J. CELEBREZZE, MAYOR, CLEVE- 
LAND, OHIO, ON BEHALF OF AMERICAN MUNICIPAL ASSOCIATION ; 
ACCOMPANIED BY JAMES M. LISTER, DIRECTOR OF URBAN RE- 
NEWAL AND HOUSING, CLEVELAND, OHIO 


Mr. Crevesrezze. Mr. Chairman, and distinguished members of the 
Subcommittee on Housing, I am testifying, of course, in a dual capac- 
ity today, first as mayor “of the great city of Clevel: and, and then as 
vice president of the American Municipal Association. 

This is my first appearance before this distinguished committee. 
During my last appearance in January of this year before this com- 
mittee, I was accompanied by Mr. Upshur Evans, executive director of 
the Cleveland Development Foundation. Mr. Evans and I at that 
time explained to you in some detail the nature of the Cleveland pro- 
gram; that it was based on a carefully prepared overall plan for the 
city and that it had as its principal objective the development of new, 
attractive, stable residential neighborhoods. 

We emphasized to you that Cleveland’s entrance into the urban re- 
newal program was made possible only through the Housing Acts of 
1949 and 1954. We further emphasized that we of Cleveland have 
laid out a course of action for the next 10 years. We believe then 
and we believe now that any curtailment at this time by the Federal 
Government would destroy much of our work—and that all the 
momentum that we could have achieved could be lost without the 
assurance of a long-range assistance program such as was established 
by the Federal Highway Act. 

As my description of the Cleveland program was in some detail and 
as I made specific reference to several of the projects which were then 
in various stages of development at that time, I shall not try to impress 
you further concerning the merits of our program. Suffice it to say 
that the program has continued to move ahead. However, I think it 
bears stating that we have in no way changed our minds as to the 
tremendous importance of a strong, long-range Federal program to 
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the future growth and development of Cleveland, as well as the rest of 
the urban areas in this great Nation. 

I should like to take this opportunity to invite the committee to pay 
a visit to Cleveland. I feel we can offer as convincing a demonstra- 
tion as you will find anywhere in America of the beneficial economic 
and social effects of this program. 

Speaking now as vice president of the American Municipal Asso- 
ciation, I would like to say first, that through its affiliated leagues of 
munic ipalities and the direct membership of cities in 49 States, the 
District of Columbia, and Puerto Rico—and we are assuming, of 
course, that Alaska will ratify—the American Municipal Association 
represents nearly 13,000 cities, towns, and villages of all sizes. 

You will recall at the time I last appeared before your committee, 
we had not as yet been advised as to the details of the administration’s 
proposed legislative progr -”, on slum clearance and urban renewal. 

The President’s January 13 budget message contained many rec- 
ommendations which dae disappointing to municipal officials. 
Most responsible local government officials were quite dismayed at 
his well-intentioned but ill-advised effort in the budget message to 
justify the substitution of State control and responsibility for exist- 
ing Federal grant-in-aid programs to local government. 

I want to again stress the fact that loc ‘al governments cannot 
finance the job alone. I would also like to emphasize that we need 
more assistance—not less, that we need a larger program—not a 
smaller one, if we do not expand and increase our efforts we, in our 
lifetime, shall never see our objective achieved—a good home in a 
decent living environment for every American family. 

To. achieve this objective, State and particularly local govern- 
ments are bearing the lion’s share of the load. 

Since 1945 some $75 billion in new State-local construction has 
been put in place. In spite of this substantial effort we can con- 
servatively estimate a public works backlog—still a hangover from 
the war years—of some $50 billion. This is a backlog; it does not 
take into account public works needs developing out of our expanding 
urban population. 

State and local _expenditures are currently running at a rate of 
approximately $37 billion a year—incidentally, the rate has more 
than doubled since 1948 when it was less than $16 billion. Since 
1948, State and local tax collections have increased from $13.3 billion 
to over $28 billion. Since 1948, total State and local debt has in- 
creased — antially from $18.7 billion to over $50 billion today. 

This year new bond offerings of State and local governments for 
public Sieh construction will amount to some over $7.5 billion. 
Actual construction expenditure will be approximately $14 billion. 
Bond offerings for local construction are expected to increase each 
year and it is predicted that by 1968 annual offerings will be in 
excess of $16 billion per year. Total construction expenditures will 
probably exceed $26 billion in that same year. 

In view of the limited tax resources of State and local govern- 
ments, the facts show a creditable effort on the part of these units of 
government to meet the increasing needs of their constituents. It is 
a fact that over 70 percent of all governmental spending for civilian 
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purposes in the United States is being financed by the State and local 
governments. 

The President’s recommendation that a 6-year program averaging 
slightly over $200 million a year in additional capital grant author- 
ity plus his recommendation that over the 6-year per iod the Federal 
share of net project costs be reduced from 6624 percent to a flat 50 
— raised serious questions in the minds of many responsible 
ocal officials as to the real intent of the administration conc erning 
the future of this vital program. 

I believe it should be noted that the administration’s reeommenda- 
tions went considerably beyond those of its own Joint Federal-State 
Action Committee w hich, as you gentlemen will recall, grew out of 
the President’s speech to the governors’ conference at Williamsburg 
in June of 1957. The joint committee was instruc ted by the Presi- 
dent as follows, quote : : 

I suggest, therefore, that this conference join with the Federal administration 
in creating a task force for action—a joint committee charged with three re- 
sponsibilities : 

(1) To designate functions which the States are ready and willing to assume 
and finance that are now performed or financed wholly or in part by the Federal 
Government ; 

(2) To recommend the Federal and State revenue adjustments required to 
enable the States to assume such functions; and 

(3) To identify functions and responsibilities likely to require State or Fed- 
eral attention in the future and to recommend the level of State effort, of Fed- 
eral effort, or both, that will be needed to assure effective action. 


After something like a year of study, the Committee’s conclusion 
on the urban renewal program was as follows: 

The Joint Federal-State Action Committee believes that effective action to 
meet the problems of slum clearance and urban renewal requires increased 
financial and administrative participation by the States. The Committee further 
feels that the States should organize for this purpose and be ready to assist their 
communities—technically and financially. A first step in this direction can be 
the establishment of a State housing and urban renewal agency and the assump- 
tion of financial responsibility for making the planning advances in connection 
with title I of the Housing Act (urban renewal program). 

The Joint Federal-State Action Committee recommends that: 


1. Each State create an agency with special responsibility for handling prob- 
lems of urban development, housing and metropolitan planning. As an early 
function, it should assume a fiscal responsibility either through loans or grants 
for planning advances in connection with urban renewal projects. State efforts 
should add to the total investment in attacking, on a comprehensive basis, urban 
blight and in promoting urban health. 

2. The President direct the Housing and Home Finance Administration to 
assist in attaining this objective in every way possible. 

Needless to say, the American Municipal Association has, along 
with a considerable number of local public officials, testified at great 
length before the Fountain Subcommittee on Intergovernmental Re- 
lations in general opposition to Eisenhower administration premise 
that the “clock can be turned back” and that State governments can 
be forced to assume governmental responsibilities they are neither 
ready to acquire, want to acquire, or are financially capable of under- 
wr iting. 

Since we rightly, I believe, prefer to discuss the future or urban re- 
newal in positive terms, I should like to comment briefly on the bill 
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approved by the Senate Banking and Currency Committee and about 
to be debated in the Senate. 

We believe that the bill oe by the Senate Banking and Cur- 
rency Committee (S. 4035) is legislation. It meets, for the 
most part, all of AMA’s policy o weet It is designed to encour- 
age the construction of urban housing. It will keep the urban renewal 
program operating at a reasonable level of or It will make 
the Federal low-rent housing program considerably more effective 
by liberalizing its occupancy and income requirements and by lodging 
responsibility for its operation firmly in the hands of local govern- 
ment. 

On the subject of low-rent housing, I would like to emphasize that 

since urban renewal and the highway program, plus increased housing 
code enforcement and other governmental activities will continue to 
displace low-income families at a fairly high rate during the next 
two decades or more, the existing low-rent public housing program 
must be strengthened in order to assure the steady progress of these 
programs. 

Neither the Federal Government nor any State or local community 
can legitimately carry out public improvement programs unless and 
until the families displaced can be assured of decent, safe, and sani- 
tary housing at rents at which they can afford to pay. 

We endorse S. 4035 wholeheartedly. We would, however, like to 
comment on some of the important and inadvertent omissions of the 
Senate committee and several items which were not before them in 
the form of specific legislative proposals. 

First of all, we feel compelled to repeat our admonition that $350 
million a year in capital grant authorizations will do no more than 
sustain a level of program activity which, while relatively high, 
promises no solution to the total problem of slums and blight i in the 
immediate future. All the facts at our command point to a minimum 
need for a growing program of at least $500 million a year in capital 
grant authorizations. 

Under S. 4035 the $350 million per year could be increased by 
$150 million in any 1 year upon a determination by the Administrator 
with the approval of the President that the additional amounts are 
necessary to carry out the urban renewal objectives. 

We would like to suggest that this clause be rephrased and 
strengthened so that the Administrator is directed by the Congress 
to accept applications filed by local governments at the rate at which 
they are filed, and to make capital grant reservations at that par- 
ticular pace with the only proviso being that the Administrator could 
not exceed through such reservations the total capital grant author- 
ization the Congress had approved. 

Section 307 of the Senate committee bill follows the administra- 
tion’s recommendations and would eliminate a number of specific 
detailed requirements concerning the urban renewal plan which 
would, in effect, speed up Federal review and processing and gener- 
ally expedite the speed at which the program could advance locally. 

We feel that this approach should have been carried one step fur- 
ther so that once the local governing body approved the boundaries 
of the renewal project area and the relocation program for that area 
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the local public agency would be authorized to acquire any property 
offered to it by private persons on a voluntary basis. 

To acquire such property they could utilize any cash they have 
available for such purpose. This cash could be either a part of the 
local cash grant-in-aid or could be advanced on the basis of repay- 
ment from cash made available to the project through a Federal loan 
or grant. 

I do not believe that we can emphasize enough the importance to 
the future of the program of such a provision. An AMA background 
information statement on a policy recommendation concerning this 
subject is as follows: 

One of the built-in deterrents to a more rapid urban-renewal process is the 
fact that acquisition of a slum area for redevelopment purposes cannot take 
place until the redevelopment plan is agreed upon. Experience so far indi- 
eates that the period required to prepare an acceptable redevelopment plan 
precludes early acquisition in the area. This kind of delay has several negative 
effects on the redevelopment process: 

1. It substantially postpones the point at which the local government can 
show actual progress in its program since the time between the publie declara- 
tion of the project areas and the time actual acquisition and demolition can 


be undertaken under the present law is a considerable one. 
) 


2. It makes it impossible for the locality to purchase properties in the project 
area which are offered to it voluntarily by property owners within the area 
and the result is involuntary but nevertheless poor public relations on the part 
of the local agency. Property owners who want to relocate voluntarily and 
have an opportunity to do so should be accommodated at the earliest possible 
moment. 

From the standpoint of legislation, the aim would be to make it possible for 
the Federal Government to authorize acquisition at the time the project eligi- 
bility was satisfactorily established. This should be considered proper since 
the public purpose served in carrying out the program is the elimination of the 
slum area. The necessary appraisals could be carried out during the survey 
and planning stage so that acquisition clearance and reuse planning could be 
a simultaneous operation. 

Appendix A of this statement constitutes a more detailed explana- 
tion of this matter and includes suggested amendatory language. 

Section 308 of the bill provide that the exemption to the. pre- 
dominantly residential rule would be increased from 10 to 15 percent 
and the amount of urban-renewal grant authorization that could be 
used for nonresidential purposes. The exception would only be per- 
mitted in those areas where the governing body of the locality de- 
termines that the redevelopment of such area for predominantly non- 
residential use is necessary for the proper development of the com- 
munity. This section would also eliminate the present requirement 
that the site for a nonresidential development must include a sub- 
stantial number of slum or blighted dwellings (interpreted admin- 
istratively as 20 percent of the project). 

We believe that the proviso in the present law which limits the use 
of capital grant funds for the redevelopment of prodominantly non- 
residential and for predominantly nonresidential reuse to 10 percent 
is an extremely limited one from the standpoint of encouraging a 
city to carry out a full-scale program of community development. 

Without this proviso, local planning could be considerably more 
free and more imaginative, and cities would be encouraged to take 
a more inclusive, comprehensive approach to their total. rebuilding 
problems. 
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We are in full agreement with the committee’s recommendation con- 
cerning nonresidential development. We would only increase the per- 
centage from 10 to 20 instead of to 15 as the committee recommends. 

The Senate bill contains one reference to section 701 of the Housing 
Act of 1954 relating to the urban planning assistance program as ad- 
ministered by the U rb an Renewal Administration. 

This particular program has had considerable success but has been 
limited by the small amount of funds made available to it for grant 
purposes. 

While there is no specific bill before the committee, to my knowledge, 
at this point, we should like to suggest that the committee consider 
further possible revisions of section 701, 

Specifically, we should like to suggest that the existing law be 
amended so that communities with popul: itions of 50,000 or less can 
receive grant money for planning purposes. 

We would like to see grant money made available to the States, 
themselves, for the purposes of establishing State planning bodies 
which could attempt to do a planning job in the State’s urban and 
rural nonfarm areas. This sort of an approach would give the States 
an opportunity to familiarize themselves with the urban planning 
problems now facing local governments. It could be a positive en- 
couragement to the States to assume some responsibilities for their 
urban areas and to develop the necessary skills and capabilities to 
function with efficiency and dispatch. 

The total amount of grant authority to be made available for the 
program, even if no changes are made, should certainly be increased. 
The Congress is ¢ urrently. considering an appropriation of some $314 
million for the program which is, as we understand, approxim: ately 
equivalent to the backlog*of applications that the URA now has in 
hand. The funds Congress appropriated for this program for fiscal 
1959 on the basis of current estimates will be exhausted in less than 
6 months. 

There is one further amendment in the form of a bill now pending 
before this committee which we should like to commend to the com- 
mittee for their favorable action. This bill, introduced by Congress- 
man Griffin (H. R. 12122), makes it possible for cities and States 
without State planning agencies to receive urban planning grants 
made available under section 701. 

There are two States in particular which have resisted all efforts 
to establish State planning agencies within their limits. The Legisla- 
tures of both Kansas and “Michigs un, and I may add that Ohio did not 

take action at its last session of the general assembly on this subject— 

perhaps it will take action in the next general assembly, but the Legis- 
latures of both Kansas and Michigan have repeatedly refused to set 
up or even designate an existing planning agency to administer 701 
yrograms so local governments “could benefit from the grant funds 
yeing made a railable. 

We feel that it was the intent of section 701 to promote urban and 
metropolitan planning. We feel that every city in the country is 
entitled to the assistance made available under this section. There- 
fore, we urge favorable committee action on H, R. 12122 so that the 
HHFA Administrator will be able to make grants directly to local 
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overnments in those States which will take no positive action on 
half of their own urban areas. 

Finally, there is one other bill before this committee which we 
should like to commend to you for your favorable action. That bill is 
H. R. 12091, introduced by Congressman Sisk, of California. 

The Sisk bill standardizes by legislation all cooperation agreements 
between housing authorities and local governments by making it pos- 
sible for the local housing authorities to uniformly pay local govern- 
ments for the provision of services to all the projects under its 
jurisdiction. 

Presently for some of its projects a local housing authority can 
make payment for certain city services and for some of its projects it 
cannot. The Sisk bill would remedy this situation by making it pos- 
sible for the local housing authority to properly reimburse the city of 
the services extended to it and for which all other residents must pay. 

That concludes my statement. On behalf of AMA and myself, I 
should like to thank you for the opportunity to appear here today. 

Mr. Apponizio. Thank you, Mayor, and I would just like to say for 
the committee’s benefit that we are running against the clock and I 
would appreciate it if the members would keep their questions to a 
minimum as we have one other witnesss yet to testify. It may be that 
we will have to go over to the floor this afternoon. 

Now, Mayor, I believe that the city of Cleveland has been in this 
urban renewal program for about 4 years now. Are you generally 
satisfied with the way the Housing and Home Finance Agency has 
administered the urban-renewal and related housing programs? 

Mr. Creirprezze. We have been extremely fortunate in Cleveland in 
that we have received splendid cooperation from the Federal Housing 
Authority and particularly from the local authorities in Cleveland. 
We have been extremely fortunate in that we have gotten excellent 
cooperation from our public officials, our Congressman, and we have 
moved ahead. 

I do not wish to create the impression here today that we are com- 
pletely satisfied with the pace at which we have moved. We are not. 
I think that we could have moved at a much more rapid pace, but we 
had to within this 4-year period feel our way about, because it was 
something new. 

We are now in the position where if the money were available, we 
could move at a much more rapid pace. In other words, the ground- 
work has been done. Our departments within the city of Cleveland 
have been built up. We have created a new department specifically 
for this purpose of which Mr. Lister sitting here at my right is the 
director. 

We are ready to move in the action stage. We have accomplished 
much but we have by no means licked the problem yet that we are 
faced with. 

Mr. Apponizio. In other words, after your 4 years’ experience with 
this program in Cleveland, you feel that it has been of real value to 
you? 

Mr. Ceveprezze. Yes, sir. I think, Mr. Chairman, that anyone who 
visits the projects and is familiar with what existed before the new 
structures went up can only come to that conclusion. It is just a 
feeling of satisfaction in seeing the satisfied expressions of the people 
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who had to live in these dilapidated buildings who are now living in 
decent housing. 

We are concerned primarily as I stated before, with this one thing. 
In this urban renewal project we are not trying to build monuments. 
We are concerned with human values. We are concerned with decent 
housing for people. 

Mr. Apponizio. Mayor, you mentioned in your statement that the 
urban renewal program should be put on a long-term basis similar 
to that of the highway program. I agree wholeheartedly with you, 
but do you believe that we can convince the Congress that urban re- 
newal is as important as the highway program ? 

Mr. Cevesrezze. Mr, Chairman, in my estimation while I do not 
intend in any way to cut down the importance of the highway pro- 
gram of the United States—I even testified before the committees on 
the highway program—but it seems to me that the housing program, 
where you are dealing directly with human values, is perhaps as im- 
portant, if not of a little greater importance than a direct highway 
program. 

To me the highway program would be like building a wonderful 
driveway across your lot and no house at the end of your driveway. I 
think both of them are of vital importance to this Nation. 

I believe the record will show as you analyze it, that we in this 
country did not make the necessary progress we were supposed to be 
making on highways until we appropriated—I think we are now 
spending in excess of $30 billion. We hit the problem hard. We 
didn’t try to do it piecemeal and you won’t lick slum clearance or 
urban redevelopment by trying to do it piecemeal. 

You will have to hit it as hard as you are hitting the highway pro- 
gram. So I say to you certainly it is as important as the highway 
program. 

Mr. Apponiz1o. Now there has been considerable talk and I believe 
we heard it in our hearings last January, about the desirability of 
having the States participate in the urban renewal program. I be- 
lieve you mentioned that in your statement here this morning. 

Mr. Ceveprezze. Yes, I believe, and it was one of the things that I 
personally advocated in the last election or primary election—lI be- 
lieve that there should be set on a State level an urban renewal agency, 
not to give authority to the State to go into the community and usurp 
home rule powers, but there are many communities as I travel around 
the State of Ohio, which can go into urban renewal or slum clearance 
programs but they cannot avoid the technical advice or planning 
which is required in order to move into the action stage of slum clear- 
ance. 

There, I advocated that the State on a State level, hire the neces- 
sary experts, set up an urban renewal department so that these local 
communities could avail themselves of the services on a voluntary 
basis. They could go down to Columbus. They could present their 
problems and what they are trying to do and here would be the neces- 
sary technicians, whom they can’t afford to hire, who could do the 
work for them so they could move into an action stage. 

I think that is of vital importance. 

Mr. Apponiz1o. Now, Mayor, on page 7 of your statement I notice 
that you favor section 308 of the Senate housing bill, that has to do 
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with increasing from 10 to 15 percent the amount of urban renewal 
Sar authorization that could be used for nonresidential purposes. 

I don’t know whether you were here earlier this morning when we 
had our previous witness. I made the statement that I was a little 
disappointed in the position that the AFL-CIO took on that pro- 
vision. I am happy to see that you, and I assume that the American 
Municipal Association, favor that provision and I also see that you 
would like to increase it. 

That is my position and I would just like to compliment you on it. 

Mr. Crtesrezze. Yes, Mr. Chairman, you must in the development 
of a city, have a balance between deve lopment of industrial and de- 
velopment of residential, and I think that this increasing of that pro- 
vision—in other words, we in the city of Cleveland had to make a 
decision 3 years ago whether we wanted to go first into the industrial 
development, of tearing down some of the old areas which were com- 
mercial and rebuilding them, or whether to tackle the problem of 
housing and we decided that the problem of housing had higher 
priority. 

We have limited ourselves actually at this stage to the development 
for housing. We do have an area which is referred to as area O in the 
city of Cleveland which is of a commercial nature, but because of 
certain commercial areas, we had to displace, because of the building 
of our inner belt freeway system, we had to tear down many com- 
mercial buildings, and because these gentlemen were looking for places 
to ‘ind within the city of Cleveland which we did not have available, 

are proceeding on an experiment in area O whereby we are bypass- 
ing the Federal authorities and trying to do it directly, through using 
local money to acquire the properties and then sell it back at not less 
than what the city paid for it for commercial development. 

That is in the experimental stage; I don’t know whether it will work 
or not. 

Mr. Apponiz1o. Thank you. There are a great many more questions 
that I could ask, but in view of the time, I would defer. Mr. Barrett. 

Mr. Barrerr. Mr. Mayor, you made a very fine statement and cer- 
tainly we are happy to have you here. 

I would like to ask you a question about your public housing author- 
ity policy on income level for low rent housing. In Philadelphia we 
have a policy that if an individual family has an increase in their 
income for 1 month and they report it to the authority, the authority 
immediately increases the rent and then does not decrease it for the 
balance of the 12 months, even if the tenant’s income is reduced to its 
former level. 

Does your authority have that policy ? 

Mr. Crteprezzp. We don’t have that problem because our limita- 
tions on the income of the families that can move — the project are 
so low. Our limitations up to 1952 were $2,000 a year income. 

Mr. Barrerr. May I interpose at this point to give you an example. 
An individual works and gets overtime. This overtime may continue 
for a month and increases his monthly income 50 percent. His rent 
is increased accordingly for the next 12 months. 

This individual after working a month loses his overtime and yet 
the housing authority does not lower his rent back to the original 
amount ¢ 
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Mr. Lister. I am not too familiar with that problem, sir, but the 
housing authority is a separate authority in the city of Cleveland. 
As the mayor pointed out, our limitation now is $2,400 a year. It is 
so low that this kind of situation doesn’t occur with us. I think we 
do have a little more administrative leeway on that matter than ap- 
parently they are giving it in Philadelphia. 

Mr. Barrer. Just one more point and I will close, because I want 
to give the Ohioans a chance to ask some questions. I have spoken to 
the housing administrator in Philadelphia and he told me this was the 
general policy throughout the country. 

Mr. CreLesrezze. I am not that close to the fine details of the prob- 
lem because it is run by a separate agency. 

Mr. Barrerr. Well, wouldn’t you consider this policy very unfair 
to the tenants ¢ 

Mr. CeLesrezze. In my opinion, and this is my personal opinion, 
I would consider it unfair. 

Mr. Barrerr. Thank you. 

Mr. Apponiz1o. Mr. Ashley—— 

Mr. Asuiey. | want to join to join in extending a cordial welcome 
to you, Mr. Mayor, and also to congratulate you upon a truly out- 
standing statement. It certainly covers the area in which our subeom- 
mittee is vitally interested. Because of lack of time and because we 
are in substantial agreement on all points, I am not going to go into 
any extensive questioning at this point. I would like to ask you, you 
mentioned in your closing remarks, Mayor Celebrezze, that your in- 
dustrial development in Cleveland has posed a problem inasmuch as 
it hasn’t been possible to go forward with this under the urban re- 
newal program for obvious reasons. 

To what extent have you been successful in this industrial develop- 
ment. and has this been done through your Cleveland Development 
Foundation ? 

Mr. Cretesrezze. Congressman Ashley, again going back to when 
the decision had to be made, the administration met with some of the 
industrial and commercial leaders of the community and we agreed 
that we should develop housing first. As a matter of fact, what they 
said was: “Mr. Mayor, what do you want, what is the most im- 
portant?” and I said “Housing.” 

At that point, industry and commerce created the Cleveland De- 
velopment Foundation. They have used all their resources, or a 
great majority of their resources, for private housing developments. 
They have not gone into any industrial development. Any indus- 
trial development has been done in the normal course of things, but 
we do have one area, while we call it an industrial area it is actually 
commercial, the smaller commercial, which we had to tear down along 
Broadway, Congressman Vanik, where there were small commercial 
shops, we had to tear down to make way for the inner belt freeway. 
We are trying to move them out to along 40th Street, that is area O. 
They can’t afford to go in and acquire the land, tear it down, and re- 
develop it, because of this one specific reason. 

We have to be realistic that every time industry moves in to buy 
property, the price of the property goes sky high; whereas, if the city 
of Cleveland can go in under the powers that it has, purchase the 
property, demolish the buildings, and then resell it directly on com- 
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pattiere bid basis to industry with the proviso that the bid should not 
less than what we had invested in there, then you can move along 
a lot faster than you can by going through the necessary redtape of 
two Government agencies being involved in it. 

That is in the experiment stage. I believe it will work. 

Mr. Asutey. Is this city going in with this power of condemna- 
tion ? 

Mr. CeLesrezze. Yes, we have the power of condemnation. 

Mr. Asuiey. Now , just in closing, I want to tell you, Mayor Cele- 
brezze, that what you have done in Cleveland is certainly a marvelous 
example for most any other large urban community in the country 
to follow. You have shown imagination and a scope of activity which 
truly meets the problem and I think you are to be heartily congratu- 
lated. 

Mr. Cetesrezze. Thank you. 

Mr. Apponizio. Mr. Vanik, do you desire to question the mayor? 

Mr. Vani. I would just like to ask one question to bring the com- 
mittee up to date. What projects have been completed or are well 
underway as compared with those under commitment and what are 
the future commitments that you plan, the future applications that 
= plan so the committee gets a good idea as to the needs of Cleve- 

nd as a typical city ? 

Mr. Cevesrezze. I will try to do it briefly. It would take us per- 
haps a half hour because we have at least 12 projects, some in the 
action stage, some in the planning stage. 

Area B, the 56 acres that you are : familiar with, Congressman, is 
completed. 

Families are living in it. Garden Valley, which is the model of 
urban redevelopment in connection with public housing also is about 
I would say 50 percent complete. As a matter of fact, the bids for 
the second phase of the development of Garden Valley have already 
been received. Now, the broader picture which is important is we 
have established in each area Siadlonmsant offices to help the people 
rehabilitate their own homes. We have the Monroe section on the west 
side, we have Gladstone, we have area O, we have all in all—we have 
Hough Avenue which we are developing, and we have all in all about 
10 projects, 4 of which are actually in the construction stage and the 
balance are—for example, Cherry Hospital project, we just received 
our letter of intent, as are now waiting for our loan in grant and 
ready to move on the Cherr y Avenue pr ojects. 

Mr. Apponizio. Any further questions 

Mr. Vani. In the overall picture, what percentage would you say 
is in the process of completion ? 

Mr. CeLeprezze. Mr. Lister 

Mr. Laster. I would say, Congressman Vanik, that in the total 
picture of the total amount that will come under urban renewal in 
Cleveland that about 10 percent is nearing completion and that in the 
next 10 years we will be seeking at least $200 million in capital grant 
reservations from the Federal Government. 

Mr. Vantx. Thank you. 

Mr. Cevesrezze. Mr. Chairman, Congressman Vanik, our program 
for 10 years calls for the expenditure of $300 million, of which $100 
million we figure is local, that is at the rate of $10 million in order to 
do the job that must be done. 
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Mr. Vanrg. That isall. 

Mr. Apponizio. Thank you, Mr. Mayor, for coming, and I feel sure 
that the committee feels that you made a very valuable contribution. 
Our next witness will be Mr. Anderson, president of the American 
University, Washington, D. C., representing the American Council on 
Education, as well as some other groups. 

Would you please come forward, Mr. Anderson ? 


STATEMENT OF HURST R. ANDERSON, PRESIDENT, THE AMERICAN 
UNIVERSITY, WASHINGTON, D. C., REPRESENTING AMERICAN 
COUNCIL ON EDUCATION, AMERICAN ASSOCIATION OF LAND- 
GRANT COLLEGES & STATE UNIVERSITIES, ASSOCIATION FOR 
HIGHER EDUCATION, NATIONAL EDUCATION ASSOCIATION, ASSO- 
CIATION OF AMERICAN COLLEGES, AND STATE UNIVERSITIES 
ASSOCIATION 


Mr. Anperson. Mr. Chairman, members of the committee, I have 
a document prepared here, and shall file it with the committee. 

Mr. Apponizio. That will be fine. 

Mr. Anperson. Because of the time limitations, I will try to extem- 
porize and summarize, if I may, the reasons for this testimony, and 
the essential character of it, and read only such paragraphs as are 
absolutely essential. 

Mr. Apponizio. Fine. The committee appreciates that very much. 

Mr. Anperson. I represent here today the American Council on 
Education, the American Association of Land Grant Colleges 
State Universities, the Association for Higher Education of the Na- 
tional Education Association, the Association of American Colleges, 
and the State Universities Association, in other words, the educational 
institutions of America, working on the level of higher education. 
What we are here to say to the committee is this: the housing loan 
program has been effective, it has been efficiently administered, it has 
met needs which are real and not ficticious and we are simply here to 
support the continuation of the housing loan program essentially as it 
is written into the Rains bill. 

Now, that is really the first position that we are here to take today. 
T do want to make some observations about the amounts and I will 
therefore read just two paragraphs. 

Since we are sure that the demand for loans in fiscal 1959 will con- 
tinue and probably increase, the American council and the other 
groups represented here recommend that adequate additional funds be 
authorized. We have noted that in the Talle bill, the administration 
has recommended only an additional $200 million ‘for college housing. 
The Rains bill would provide $400 million for this purpose, plus $100 
million for nonprofit hospital housing of student nurses and interns. 

The Senate committee’s bill provides $350 million for college hous- 
ing with provision that $50 million of this shall be reserved for related 
facilities, dining and health, and provides also 50 additional million 
for housing of student nurses and interns. Now, the American Coun- 
cil’s committee voted early this year to recommend $300 million, in- 
cluding $50 million for dining and health facilities, for the college 
housing program alone. 
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An authorization of $325 million for this same program is recom- 
mended by the American Association of Land-Grant Colleges & State 
Universities, the Association for Higher Education of the National 
Education Association, and the State Universities Association. 

Our recommendations, you will note, have been conservative, being 
based on what we believe the minimum use of funds in the next fiscal 
year would be. In the light of expanding needs, however, the higher 
authorizations proposed in the Rains bill and the Senate bill may very 
well be more realistic, and entirely in order. Indeed, the colleges and 
universities would be in better position to plan their expansion pro- 
grams if the available funds each year were not so limited and so often 
on the verge of exhaustion. Certainly, there is no danger to the 
Government even if authorized funds exceed the actual need in the 
fiscal year because no money is expended except upon proper appli- 
cation by the institutions and after careful scrutiny by Government 
representatives. 

You will note that as representatives of the colleges and universi- 
ties, we have not considered it appropriate to offer a recommendation 
as to the hospital program which is included in both the Rains and 
Senate bills. We do strongly recommend and endorse, however, reser 
vation of the additional $50 million for college student dining facili- 
ties, infirmaries, and other health facilities, as provided in S. 4035. 
The original $100 million reserved for this purpose in 1955 has now 
been exhausted. Since this program makes possible an expansion of 
student services vital to the colleges, the additional authorization of 
$50 million in this category is one of our major concerns. Additional 
information on this subject has been supplied to the committee, we 
understand, by the Association of College Unions. 

Now, I don’t think I need to go into great detail about the interest 
rate except to say his extemporaneously: The interest. rate formula 
that is in the present law and which would be continued in the Rains 
bill has worked very well. It goes up and down with the average in- 
terest rate on Government loans. It is flexible, so that the Government 
is never out a penny; the people are not spending money but simply 
getting the average return which is appropriate to this situation. 
Therefore, we simply are very greatly concerned that no change be 
made in this interest formula because it has worked, it is successful 
and it protects everybody involved. 

Now, I do want to say a word about another matter in this bill. 
We note, Mr. Chairman, that the Talle bill proposes to amend section 
401—A of the Housing Act of 1950, under which no loan shall be made 
unless the educational institution shows that it is unable to secure the 
necessary funds for such construction from other sources upon terms 
and conditions equally as favorable as the terms and the conditions 
applicable to loans under this title. ° 

Now, the language of the new proposal would permit the Housing 
Administrator to withhold a loan if private financing is available on 
terms and conditions—and I am quoting from the act—which “the 
Administrator determines to be reasonable and consistent with the pur- 
poses of the title.” It is our belief that the new wording would tend 
to shift the making of a decision on whether to grant. a college loan 
away from the realm of clear and legal determination into an area of 
personal judgment and, of course, always possible bias. 
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Under this proposal, the Federal loan might be refused, even if the 
offer from a private lending source were at a rate much higher than 
the Federal interest rate, because the Administrator felt that the 
higher interest rate ought to be paid by the institution involved. We 
strongly recommend, therefore, that the present language, including 
the key phrase “equally as favorable,” be retained in the bill. 

Now, the other matter which we wish to speak about has to do with 
the loans for classroom buildings and other academic facilities. I 
submit this with more than appropriate humility, and with a full 
realization that this is perhaps one of the most critical matters before 
this committee, before higher education in America, before our people 
who, of course, are vitally interested in our programs of higher 
education. 

We are faced with a problem that is more serious than the layman 
is likely to realize. We are going to need to build academic facili- 
ties, classroom facilities, to carry the load of the next decade. The 
pressure for additional admissions to colleges and universities is grow- 
ing on us and by 1970 will reach fantastic proportions in terms of our 
present birthrate, the percentage of students that want to go to college, 
and the number of families involved. 

Now, coming then to the important new area of concern, recognized 
in section 405 of the Rains bill, and section 502 of the Senate bill, 
let me say that the American council and other groups for some time 
have been studying the need for a new program of assistance to insti- 
tutions of higher learning for the construction of academic facilities 
of the kinds they require to meet their educational objectives. 

This would include classrooms, laboratories, libraries, and related 
facilities. 'The council’s committee on relationships of higher educa- 
tion to the Federal Government recommended in January of this 
year that the Federal Government should move promptly to 
strengthen higher education by assisting the institutions to expand 
and improve academic facilities. This is essentially the position of 
the other groups that I represent here though one, the State Universi- 
ties Association, has as yet taken no position on this point. 

All recognize that the issue can be met with true wisdom only when 
the dimensions of our requirements are known. Accordingly the 
council in an effort to get the facts as to needs for expansion of facili- 
ties in higher education between this year and 1970, asked Dr. John D. 
Long, of the School of Business of Indiana University to make an 
appropriate study. A copy of his findings is now in the hands of the 
printer and copies will be sent to members of this subcommittee. 

In the meantime, I should like to summarize his findings here 
briefly. Dr. Long and his associates at Indiana University have pre- 
pared two basic estimates of the amount of money needed by colleges 
and universities in the United States to develop a physical plant— 
buildings and service facilities—of minimum adequacy to accommo- 
date all of the qualified students who will seek admission by 1970. 
They have been cautious and conservative, making allowance for the 
probability that we shall develop improved use of space and more 
efficient methods of teaching. 

Now, in the first estimate, based on expansion and replacement for 
existing institutions only, not new institutions, with no allowance for 
the acquisition and development costs of land, the cost in terms of 
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March 1958 construction dollars would run from a high of about $15 
billion to a low of about $12 billion, depending upon different projec- 
tions of enrollment. 

On these amounts, about two-thirds, $11 to $9 billion would be for 
other than residential facilities, the facilities that would be provided 
in section 405 of the Rains bill and section 502 of the Senate bill. 

In the second estimate, based on the plans prepared by various 
States for meeting their own long-run needs in higher education, we 
find that plant requirements for minimum adequacy, including the 
establishment of some new institutions, will run from a high of $14 
billion to a low of $11 billion, depending likewise on different pro- 
jections of enrollment. Here also, about two-thirds of the cost, $9 
billion to $7 billion would be for other than residential facilities. 

Thus we find that the cost of minimum adequacy in academic fa- 
cilities from now until 1975 will run from a high of about $11 bil- 
lion to a low of more than $7 billion. Such a construction program 
in the next 12 years clearly is far beyond the present resources of the 
institutions. Even with all available local and private sources doing 
their utmost—and of course they will, there is no question about th: 1t— 
it is our opinion that minimum plant expansion will require the sub- 
stantial supplemental aid of the Federal Government. 

The judgment of the institutions and of the organizations repre- 
senting them here is supported by extended investig: itions by im- 
“me Sa independent agencies such as the President’s Committee on 

Education Beyond the High School, and the Rockefeller Brothers 
fund, which reported only recently on this very important matter. 

This being a new program we have no experience upon which to 
base our judgment as to the amount of Federal loans needed in the 
first year for this purpose. You understand of course, that all these 
institutions and agencies are asking for is loans; not gifts. 

If this device for assisting these institutions through loans is not 
effected, gentlemen, I can say to you honestly that I know what will 
happen in the next decade; you will have an onrush of educators 
before this, and other committees, asking for grants to build these 
facilities in a hurry. It is the belief of these educational organiza- 
tions that it would be much wiser public policy to grant loans, so that 
the public will not bear the cost, but these institutions will bear the 
cost out of funds they will produce. 

The response of the institutions will be governed chiefly, you may 
assume, by their projected needs and by ‘their anticipated revenue 
from various sources with which to amortize the long-term loans. In 
considering an amount necessary to get the program off to a minimum 
start, however, our committee early “this year proposed $250 million. 

We note that the Rains bill would authorize $500 million for this 
purpose, and that the Senate bill proposes $250 million. It is our 
belief that $250 million would be a good start, but that $500 million 
might be an even better start and in addition, a powerful encourage- 
ment to college administrators faced with the responsibility of pro- 
viding an educational program in this country adequate to the de- 
mands of our time. They will be in a position to do a better job of 
planning their expansion if they know the funds are available, are 
adequate. Furthermore, since there is a careful screening of all ap- 
plications, failure to use all of the authorized funds in a given fiscal 
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year brings no penalty at all upon the Government, because the money 
would not be wasted. 

Mr. Chairman, the program of leans for academic facilities to- 
gether with a program of support for graduate study such as is pro- 
posed or other legislation would provide a major breakthrough and 
this is what we need desperately at the moment, a major break- 
through ‘for this Nation toward meeting its needs in higher education. 

Institution after en is looking for this kind of direc t, prac- 
tical, economical assistance in order to expand the preparation of 
good minds for careers in all areas including physics, chemistry, 
engineering, and other fields. We urge you to give the most earnest 
consideration to this new program based solidly, we believe, on the 
successful experience of the Government and the colleges with the 
college housing loan program. 

That, essentially, is the position of these associations on this im- 
portant matter. The financial operation of a loan of this kind, of 
course, would depend wholly upon the way in which a given institu- 
tion is financed. A loan granted to an educational institution for the 
purpose of building, shall we say, a chemistry building, would be 
amortized in one of several ways. For example, this would permit 
the institutions to say to a donor, “Now, look here, you can’t give us 
the million and a half or $2 million all at once, but we can secure a Fed- 
eral loan and amortize that loan out of gifts which you can make out of 
your small foundation, or, if you will, out of private resources, over 
a period of time and enable us to get that chemistry building built 
and perform the service that we want to perform on a higher level, 
but can’t now perform because we don’t have the facilities. We 
could also say, gentlemen, to the alumni of these institutions, well, 
here out of the alumni funds being provided, in larger and larger 
aniounts, let us earmark the alumni fund of X institution over a 
period of years and ask for a loan from the Federal Government to 
build the building now and amortize it out of the alumni fund. These 
funds are growing at quite a remarkable pace as most of you must 
realize. 

It would also enable a church, if you will, a denominational group, 
to put into its budget enough money to amortize a loan for a building, 
a library, if you will, and to provide the funds which it couldn’t pro- 
vide in any one budget year before—but provide for it over a period of 
20 years, shall we say, and build the facilities and so amortize the 
loan. These are the ways in which this would actually operate in the 
case of many of our institutions. 

(The formal prepared statement of Mr. Anderson follows :) 


TESTIMONY ON HE CorLLeEGE Tloustnag Loan PrRovRAM INctUpING H. R. 11173, 
H. R,. 12752 anp §S. 4035 py Hurst R. ANDERSON, PRESIDENT, ‘THE AMERICAN 
UNIVERSITY, WASHINGTON, D. C., REPRESENTING THE AMERICAN COUNCIL ON 
EDUCATION, AMFRICAN ASSOCIATION OF LAND-GRANT COLLEGES AND STATE 
UNIVERSTIIES, ASSOCIATION FOR HIGHER EDucATION, NATIONAL EDUCATION As- 
SOCIATION, ASSOCIATION OF AMERICAN COLLEGES, STATE UNIVERSITIES ASSOCIA 
TION 


Mr. Chairman and gentlemen of the committee, I am Hurst R. Anderson, 
president of the American University. I am appearing as a member of the 
committee on relationships of higher education to the Federal Government, 
of the American Council on Education. The council membership includes 140 
educational organizations and 1,028 institutions, among them nearly all the 
accredited universities, colleges and junior colleges in the United States. On 
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this occasion I have the privilege of representing also the American Association 
of Land-Grant Colleges and State Universities, the Association for Higher 
Education of the National Education Association, the Association of American 
Colleges, and the State Universities Association. 

Mr. Chairman, the college housing loan program since 1950 has provided 
essential expansion on 650 campuses, in 46 of the 48 States plus Hawaii, Alaska, 
and Puerto Rico. As of May 31, 1958, the colleges under this program had com- 
pleted, or had under construction 107,374 living units to serve men and women 
students, student families, and a limited number of faculty members. In addition, 
funds as of that date had been reserved for 37,200 more units. While this total 
of approximately 145,000 living units serves less than 5 percent of the current 
college enrollment in the United States, these units represent an essential 
expansion which, for the most part, we are convinced, would not have taken 
place without the college housing loan program. In view of the rapid growth 
of our student population, and in consideration of the new demands being made 
upon education by reason of developments in science and on the international 
scene, we ask that the present program be continued with additional funds 
adequate to the task. 

The record of achievement is evidence that the college housing loan program 
was wisely conceived by the Congress in 1950, Under the revision adopted in 
1955 the program was brought to its present high degree of effectiveness and 
into the period of its greatest productivity. Under the demands of 1958 
for a high quality of education and for facilities to serve greater numbers of 
students, the program today is more than ever essential to the security and 
welfare of the Nation. 

Last year long before sputnik appeared, the Commissioner of Community 
Facilities Administration of the Housing and Home Finance Agency made a 
forecast about student housing that has proven to be most accurate. He said, 
“T would like to point out that the need for student housing, which was intensified 
during fiscal year 1956, has become even more acute during fiscal 1957, and will 
continue to mount during fiscal 1958. Moreover, with fiscal 1958 a special 
factor is introduced. The first bumper crop of war births came in 1942. In 
calendar 1960 these children will be 18 years of age. Thereafter in each suc- 
cessive year, another and larger group will reach college age. Since a dormitory 
will be ready for use in 1960 only if the application is filed in fiscal 1958, it is 
anticipated that the demand for loans in that year will equal or exceed that in 
either fiscal 1956 or 1957.” 

Mr. Chairman, he demand for these loans has indeed continued to be very 
strong. Reservations of funds this last fiscal year ending June 30 totaled 
almost $235 million, leaving only $25 million in available funds for further loans 
in fiscal 1959. 

REQUEST FOR ADDITIONAL FUNDS 


Since we are sure the demand for loans in fiscal 1950 will continue, and 
probably increase, the council and the other groups represented here recommend 
that adequate additional funds be authorized. We have noted that in the 
Talle bill (H. R. 11173) the administration has recommended only an addi- 
tional $200 million for college housing. The Rains bill (H. R. 12752) would 
provide $400 million for this purpose, plus $100 million for nonprofit hospital 
housing of student nurses and interns. The Senate committee’s bill (S. 4035) 
provides $350 million for college housing, with provision that $50 million of this 
shall be reserved for related facilities (dining and health), and provides also 
$50 million for the housing of student nurses and interns. 

The American Council’s committee voted early this year to recommend $300 
million, including $50 million for dining and health facilities, for the college 
housing program alone. An authorization of $325 million for this same program 
is recommended by the American Association of Land-Grant Colleges and State 
Universities, the Association for Higher Education of the National Education 
Association, and the State Universities Association. Our recommendations, 
you will note, have been conservative, being based upon what we believed the 
minimum use of funds in the next fiscal year would be. In the light of expand- 
ing needs, however, the higher authorizations propcsed in the Rains bill and 
the Senate bill may well be quite realistic, and entirely in order. Indeed the 
colleges and universities would be in better position to plan their expansion 
programs if the available funds each year were not so limited, and so often 
on the verge of exhaustion. Certainly there is no danger to the Government 
even if authorized funds exceed the actual need in a fiscal year, because no 
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money is expended except upon proper application by the institutions, and after 
careful scrutiny by Government representatives. 

You will note that, as representatives of the colleges and universities, we have 
not considered it appropriate to offer a recommendation as to the hospital pro- 
gram which is included in both the Rains and the Senate bills. We do strongly 
recommend and endorse, however, reservation of the additional $50 million for 
college student dining facilities, infirmaries and other health facilities, as pro- 
vided in 8. 4035. The original $100 million reserved for these purposes in 1955 
has now been exhausted. Since this program makes possible an expansion of 
student services vital to the colleges, the additional authorization of $50 million 
in this category is one of our major concerns. Additional information on this 
subject has been supplied to the committee, we understand, by the Association 
of College Unions. 

THE INTEREST RATE FORMULA 


Mr. Chairman, we wish to emphasize that the continued success of the college 
housing loan program is heavily dependent upon the continuance of the present 
interest rate formula, adopted in 1955. The administration bill, we are con- 
cerned to note, proposes for the third straight year the adoption of a new in- 
terest rate formula which would have the effect of making the colleges pay a 
substantially higher interest cost. The increase would be approximately three- 
eighths of 1 percent. While this at first glance may seem only a minor change, 
we are convinced that it would have most serious implications for the program. 

You may recall that last year the council presented in its testimony the find- 
ings of the report, Financing of College and University Permanent Housing, 
prepared by Dean Arthur M. Weimer, of the School of Business, Indiana Uni- 
versity, and by his colleague, Prof. John D. Long. The Weimer report, which 
has been widely recognized as a useful contribution to the study of college 
finance, showed what happened when the college housing interest rate was 
reduced, effective August 1955, from 344 percent to 234 percent by adoption of 
the present formula. In the year prior to this reduction, when the rate was 
still 34% percent, there were only 126 applications for loans, totaling $98,650,000 ; 
but in the year after the reduction to 2% percent there were 402 applications 
for loans, totaling $429,709,000. It seems reasonable to assume that if the reduc- 
tion of one-half of 1 percent brought such a rapid rise in demand for loans in 
1955 an increase at this time of three-eighths of 1 percent might bring a con- 
siderable drop in applications. The Weimer report supports this assumption by 
showing in table VIII-—1 that if the college loan interest rate were increased to 
as much as 3% percent 68 percent of the colleges responding believed it would 
be necessary to withdraw their applications for funds. It is reasonably clear, 
then, on the basis of what has happened in the past and on what college officials 
say about the ability of their institutions to pay in the future, that the effect 
of such an interest-rate advance as is proposed would be to block much of the 
planned expansion to meet the student needs, which were so well described by 
the HHFA official quoted, and which are the concern of us all. 

The demand for a change in the college housing interest rate seems to be based 
primarily on the charge that the present formula involves a subsidy. It is our 
position that the present formula, based on the average rate of interest on all 
Government securities, plus one-fourth of 1 percent for administration, was 
adopted by the Congress in 1955 as fair and equitable. The success of the 
formula led to its continuance by the Congress until now. We submit that 
clearly this formula constitutes no more of a subsidy in 1958 than it did in 
1955, 1956, or 1957, and that it should not be changed. 

One of the arguments previously offered before the Congress, but rejected, is 
that since college loans are for 40 years, their interest rate should be based on 
the average of Government loans extending 15 years or more. This argument, it 
seems to us, suffers from serious oversimplification. When the Treasury floats 
a long-term bond issue, the entire load comes due at the maturity date. College 
housing loans are of a different type, in that portions of the principal are repaid 
at regular intervals before the final maturity date. In effect, therefore, these 
loans are combinations of loans of varying terms, some quite short. Hence, there 
is strong logical justification for the present formula, which ties the interest 
rate to the average rate for all interest-bearing obligations of the United 
States, short and long. 

The demand for a higher charge against the colleges seemed to grow more 
insistent with the general rise in interest rates in recent years. The fact is, 
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however, that a temporary rise or fall in the general interest rate does nothing 
to destroy the validity of the present interest rate formula, as can be demon- 
strated. 

Under the current formula the college housing program started out in 1955 with 
a rate of 2.75 percent (2.50 plus 0.25) which was the minimum rate, or in effect 
a floor rate. Actually, however, if the rate had been based on calculation of 
the average rates of all Government securities at that time, it would have been 
only 2.601 percent (2.351) plus 0.25). Thus the colleges in 1955 were in fact 
paying an interest rate which afforded the Government a small profit. If in 
1956 and 1957 the general level of interest rates instead of going up had 
gone down, then the Government profit from the college loans would have 
increased, and I am sure the colleges would not have complained. As it happens, 
however, general interest rates went up, with the result that the average rate 
paid by the Government for its loans came up to the floor rate of 2.75 being paid 
by the colleges, and continued to rise. Under the formula now in use the college 
rate was adjusted to the rising average Government rate in July 1956, to 2% 
percent, and in 1957 to 3 percent, which was only fair, and the colleges had no 
complaint. On July 1 of this year, however, when the average Government 
rate showed a decrease, the college rate was adjusted downward to 2% percent, 
again giving a fair reflection of what the Government pays for its money. Thus, 
the record itself demonstrates, we believe, that the formula adopted in 1955 has 
provided adequate protection to the Government, and has been effective in 
encouraging construction of the student housing which is so essential to the 
welfare and strength of the Nation. We submit that the formula is quite as good 
today as when it was adopted in 1955, and that it should be retained. 


TERMS AND CONDITIONS “EQUALLY AS FAVORABLE” 


We not also, Mr. Chairman, that the Talle bill proposes to amend section 
401 (a) of the Housing Act of 1950 under which no loan shall be made 
“unless the educational institution shows that it is unable to secure the necessary 
funds for such construction from other sources upon terms and conditions equally 
as favorable as the terms and conditions applicable to loans under this title.” 
The language of the new proposal would permit the Housing Administrator to 
withhold a loan if private financing is available ‘on terms and conditions which 
the Administrator determines to be reasonable and consistent with the purposes 
of this title.” It is our belief that the new wording would tend to shift the mak- 
ing of a decision on whether to grant a college loan away from the realm of 
clear and legal determination into an area of personal judgment and possible 
bias. Under this proposal, a Federal loan might be refused even if the offer from 
a private lending source were at a rate much higher than the Federal interest 
rate. We strongly recommend, therefore, that the present language, including 
the key phrase, “equally as favorable,” be retained in the bill. 


FEDERAL GUARANTIES 


In section 505 through 509 the administration bill proposes a new program 
of Federal guaranties of taxable bonds of educational institutions to aid in fi- 
nancing housing and other educational facilities as defined in the existing act. 
This is designed primarily to help the private institutions, since the income from 
bonds of public institutions is generally exempt from Federal taxation. The coun- 
cil’s committee on relationships of higher education to the Federal Government 
discovered after inquiry, however, that few institutions believe this plan would 
be of benefit. The committee therefore decided not to endorse the proposal. 

Mr. Chairman, in summarizing our position on the college housing loan pro- 
gram, let me say that we consider it a prime investment in the future of the Na- 
tion. The program is building the dormitories for our promising young men and 
women, it is costing the taxpayer nothing, and we believe it merits continuance 
in its present effective pattern of operation. 


LOANS FOR CLASSROOM BUILDINGS AND OTHER ACADEMIC FACILITIES 


Coming now to the important new area of concern recognized in section 405 
of the Rains bill, and section 502 of the Senate bill, let me say that the Ameri- 
ean council and other groups for some time have been studying the need for a 
new program of assistance to institutions of higher learning for the construc- 
tion of academic facilities of the kinds they require to meet their educational 
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objectives. This would include classrooms, laboratories, libraries, and related 
facilities. The council’s committee on relationships of higher education to the 
Federal Government recommended in January of this year that the Federal Gov- 
ernment should move promptly to strengthen higher education by assisting the 
institutions to “expand and improve academic facilities.” This is essentially the 
position of the other groups which I represent here, though one, the State Uni- 
versities Association, has as yet taken no position on this legislation. 

All of us realize, of course, that the issue can be met with true wisdom only 
when the dimensions of our requirements are known. Accordingly the council, 
in an effort to get the facts as to needs for expansion of facilities in higher 
education between this year and 1970, asked Dr. John D. Long, of the School of 
Business, Indiana University, to make an appropriate study. A copy of his 
findings is now in the hands of the printer, and copies will be sent to the mem- 
bers of this subcommittee. In the meantime, I would like to summarize his 
findings here briefly. 

Dr. Long and his associates at Indiana University have prepared two basic 
estimates of the amount of money needed by colleges and universities in the 
United States to develop a physical plant (buildings and service equipment) 
of minimum adequacy to accommodate all the qualified students who will seek 
admission in 1970. They have been eautious and conservative, making allow- 
ance for the probability that we shall develop improved use of space, and more 
efficient methods of teaching. 

In the first estimate, based on expansion and replacement for existing insti- 
tutions only, with no allowance for the acquisition and development costs of 
land, the cost in terms of March 1958 construction dollars would run from 
a high of about $15 billion to a low of about $12 billion, depending on different 
projections of enrollment. Of these amounts, about two-thirds, 11 to 9 billion 
dollars would be for other-than-residential facilities, the facilities that would 
be provided in section 405 of the Rains bill, and section 502 of the Senate bill. 

In the second estimate, based on plans prepared by various States for meeting 
their own long-run needs in higher education, we find that plant requirements 
for minimum adequacy, including the establishment of some new institutions, 
will run from a high of $14 billion to a low of $11 billion, depending likewise on 
different projections of enrollment. Here also about two-thirds of the cost, 9 to 
7 billion dollars, would be for other-than-residential facilities. 

Thus, we find that the cost of minimum adequacy in academic facilities from 
now until 1970 will run from a high of about $11 billion to a low of more than $7 
billion. Such a construction program in the next 12 years clearly is far beyond 
the present resources of the institutions. Even with all available local and 
private sources doing their utmost, it is our opinion that minimum plant ex- 
pansion will require the substantial supplemental aid of the Federal Govern- 
ment. The judgment of the institutions and of the organizations representing 
them here is supported by extended investigations by important independent 
agencies such as the President’s Committee on Education Beyond the High 
School, and the Rockefeller brothers fund which reported only recently. 

This being a new program, we have no experience upon which to base our 
judgment as to the amount of Federal loans for this purpose which would be 
borrowed in the first year by the institutions. Their response will be governed 
chiefly, one may asusme, by their projected needs, and by their anticipated reve- 
nue from various sources with which to amortize the long-term loans. In con- 
sidering an amount necessary to get the program off to a minimum start, how- 
ever, our committee early this year proposed $250 million. We note that the 
Rains bill would authorize $500 million for this purpose, and that the Senate bill 
proposes $250 million. It is our belief that $250 million would be a good start, 
but $500 million might be an even better start and in addition a powerful en- 
couragement to college administrators faced with the responsibility of providing 
an educational program in this country adequate to the demands of our time. 
They will be in position to do a better job of planning their expansion if they 
know that funds are adequate. Furthermore, since there is careful screening 
of all applications, failure to use all the authorized funds in a given fiscal year 
brings no penalty whatever upon the Government. 

Mr. Chairman, a program of loans for academic facilities, together with a 
program of support for graduate study such as is proposed in other legislation, 
would provide a major breakthrough for this Nation toward its needs in higher 
education. Institution after institution is looking for this kind of direct, prac- 
tical, economical assistance in order to expand the preparation of good minds 
for careers in all areas including physics, chemistry, engineering, and other 
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fields. We urge you to give the most earnest consideration to this new program 
based solidly, we believe, on the successful experience of the Government and 
the colleges with the college housing loan program. 

Thank you, Mr. Chairman, and members of the subcommittee, for the oppor- 
tunity of appearing here today. 

Mr. Apponizio. Mr. Anderson, I want to compliment you. Cer- 
tainly, I think you are by far the most able witness who has been 
before this subcommittee on this particular program. 

I also want to aline myself with your views. I feel just as strongly 
as you do about this particular program and I assure you for myself 
and I feel certain that the other members of the subcommittee will 
give your testimony very serious consideration. 

I would like to ask you, Mr. Anderson, whether you have any infor- 
mation on the repayment record under the college housing loan 
program ? 

r. ANDERSON. On what, Mr. Chairman, I didn’t catch that. 

Mr. Apponizi1o. On the repayment record, under the college housing 
loan program. It is my understanding that there has not been a single 
default which surely would be a truly outstanding record. 

Mr. Anpverson. I do have that information, sir. There has been 
no default. Asa matter of fact, even during the depression period I 
don’t know of a college or university in America that ever defaulted 
on an obligation. This is not a real risk. These institutions always 
pay their bills. Sometimes they have trouble but they get them paid. 

Mr. Apponizio. In other words, this great program has been con- 
ducted with no cost whatsoever to the Government. 

Mr. Anverson. Absolutely none. 

Mr. Apponizio. At the same time, we have achieved a great social 
objective. 

r. ANDERSON. Exactly. 

We have simply spread the payments over the larger numbers of 
units of payees that are coming into our colleges and universities. We 
are carrying the loans. We will carry these other loans, too. We need 
the buildings, I will tell you, sir. 

Mr. Apponizio. I agree with you. Now, I read on pages 4 through 
7 of your statement your discussion concerning the present interest- 
rate formula. First of all I want you to know that I agree whole- 
heartedly with you that we must maintain the present formula and we 
should not adopt the administration-recommended formula. Each 
year the administration makes this proposal to the Congress, and even 
though I admire their determination, I think the record clearly shows 
that each year the Congress turns it down. 

Certainly, the administration proposal, I think, would clearly hurt 
the program. Don’t you agree with me? 

r. Anperson. You can demonstrate that. It isn’t a matter of my 
agreeing. All you have to do is look at the figures. When the interest 
rate has gone up the applications have gone down. When the interest 
rate goes down the applications go up. The need is there all of the 
time. It is just that the colleges can’t charge more than a certain 
amount of room rent and it is high anyway. If you figure this out 
gentlemen, you realize the average room rent has to be set at about 
$160 a semester. Now, if you look at the problems of the institutions 
across the country, you will find two-thirds of the institutions aren’t 
charging that. The problem we have been facing is to get these room 
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rents up to a point where the public will bear it, and we can still pro- 
tect the Government in the loans. 

We have made it so far, but it has been a stretch, and if you stretch 
it any further this marginal group of institutions falls out and we 
don’t get the buildings built. You can demonstrate with the facts 
available, sir; it is not just my judgment. 

Mr. Apponiz1o. Now, Mr. Anderson, there has been proposed a 
new program of loans to colleges for classrooms and laboratories and 
related facilities. I have heard some people refer to that new program 
as the antisputnik section of the housing bill. 

And I agree that probably that is a good designation for it, but 
don’t you agree with me this is the kind of thing we must do to keep 
abreast of Russian scientific and educational advancements? 

Mr. Anprrson. I just received a card from a friend who has been 
at the University of Moscow. On the card, he said, “Let me tell you 
what is in this building. There are 20,000 classrooms in that build- 
ing.” Think of it. We haven’t got an educational institution in 
America that comes close to it. He gave me the number of laboratories 
in the building, the extent of it, the housing in that building. This is 
just one building. 

We have a problem on our hands that the lay public is not really 
aware of and we are put in a spot, all of us in the field of education. 
All of a sudden, we realize here is a problem. We are in a war that 
is shifting its front, and part of this war is education. There is no 
question about it, in the sciences, of course, but not only in the sciences, 
in all of the areas. We have got to find an appropriate breakthrough. 
I will have to admit that many of us have used the sputnik, if you 
will, as a device to dramatize this need, but sir, this need has been with 
us, it has been growing on us and if we postpone it we are going to 
get into trouble. 

I know what is going to happen: The educational associations that 
we represent, if we don’t get loan funds to build these buildings, are 
going to come down here as I have said, and say, “Now, we are in a 
jam, you have got to give is the money to build the facilities and then 
the public will have an investment.” 

Now, we can avoid that. With statesmanlike responses on the part 
of this Congress, we can avoid that difficulty by passing this loan bill 
and protecting the public and amortizing the operation over a period 
of years. 

This is the judgment of these associations, and I have come here to 
present it formally to you. 

Mr. Avponizio. Thank, you, Mr. Anderson. 

Mr. Barrett 

Mr. Barrerr. Mr. Anderson, just for the record, is any college, 
regardless of religion or race, denied the opportunity to apply for a 
loan ¢ 

Mr. Anprerson. No. That, thank goodness, is not the case. 

Mr. Barrerr. Regarding the administrative costs of the new pro- 
gram to provide loans for classrooms, laboratories, and related facili- 
ties, isn’t it true that a quarter of 1 percent is added to the cost of the 
loan to cover administrative expenses ¢ 

Mr. Anprerson. Yes. In other words, a quarter of 1 percent is in- 
cluded for administrative costs and the information we have from the 
agency is that on the whole, these costs have been met by this charge. 
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Mr. Barrerr. The program operates without any subsidy and with 
no cost at all to the public. 

Mr. Anperson. It operates without any subsidy, with no cost to the 
public. We are not here to ask for a subsidy, we are here to try to 
prevent it frankly, gentlemen, and the w isest way to prevent it is to 
extend this loan privilege which costs nobody a cent and provides 
some statesmanlike imagination for the gradual expansion of our 
plant so we can care for our problem in this next crit ical decade. 

Mr. Barrerr. It wouldn’t necessitate any additional staff to carry 
out the new policy. 

Mr. Anperson. In the housing loan agency ? 

Mr. Barrett. Yes. 

Mr. Anverson. Sir, I would not be able to know that. I do not 
know that. I can’t know it. 

Mr. Barrett. That is all, Mr, Chairman. 

Mr. Apvponizio. Mr. Ashley. 

Mr. Asuvey. Mr. Anderson, I want to commend you on your state- 
ment, and your articulate background. 

Mr. Anverson. I grew up in Ohio, sir. 

Mr. Asuiry. On page 10 of your statement, you discuss the Senate 
amount of $250 million for this program, and both in your statement 
and in your extemporaneous remarks you have compared this with 
the House amount of $500 million. You indicate that $50 million 
would probably give us a good start, meaning, of course, that $500 
million would give us a very good start indeed. 

I wonder if - your position could be summarized on this matter as 
follows: that you would say that the important thing its to get this 
vitally needed program rolling so that our institutions of higher learn- 
ing can ge the facilities which they have got to have in order to meet 
the problem and if the Congress decides on $250 million for this pur- 
pose that you would consider that a good start and sufficient at least 
for the immediate purpose; is that correct ? 

Mr. Anverson. Well, I think the position of the council—you under- 
stand, I am speaking for several agencies 

Mr. Asutey. Yes. 

Mr. Anverson. And I happened to sit with the council when this 
figure was reached. We are in the position, sir, and you are in the 
position of not having the experience behind you on the basis of 
which to make an accurate estimate. Now, my own private view 
would be that we were pretty conservative in the setting of $250 
million. I think we were conservative for good reasons. We didn’t 
want anybody to feel that we were trying to impose on the Federal 
Government. We have no desire to impose on anybody. We simply 
want to serve the interest of the Nation. Thatis all. 

Now my own private view is that that $250 million is a very con- 
servative estimate. There is some element of guess in this but your 
guess has been $500 million. The Senate has guessed $250 million. 
My Vv _ would be that you would probably find that the $250 million 
would be exhausted before the end of the period and that you would 
be coming back for an application for an extension or an enlargement 
of that fund and that, therefore, it might be wiser public policy to set 
the fund at $500 million. 
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Anyway the Senate and House would have to agree on the amount 
eventually and you would probably have to come halfway between. 
This might be very fortunate and the amount might be very realistic. 
Therefore, what we are trying to say to you is maybe your view is 
better on this than ours has been and we want to record our willingness 
to go along with it. 

Do I make myself clear ? 

Mr. Asuiery. Yes; the second question that I had——— 

Mr. AnprRsoN. M: ay I just add one thing for the sake of the record 

Mr. Asuiry. Yes. 

Mr. Anprerson, You realize that no cent of this money will be spent 
unless there is an appropriate application and an appropriate ap- 
proval. If the $500 million is too much, it isn’t as thought you were 
going to spend it anyway; it is there in the loan fund to be used if 
necessary but not to be used if it isn’t nec cessary and I want to tell 
you, gentlemen, no educational institution in its right mind is going 
to apply for a loan of this kind if it can get money free. 

Don’t foregt that. You have got an actual brake on this. Every 
college president | know anything about will want to get his money 
without paying anything for it if he can, so this plan is only a last 
ditch step that protects ‘the public and also makes it possib le for us 
to achieve the objective. ° 

Mr. Asuiey. Now inasmuch as the end that we are working toward 
here is in part at least student housing, would you have any serious 
objection to expanding the porgram so as to inclide college coopera- 
tive housing ? 

Mr, Anperson. [ have not been aware that there is any general need 
in this area and I think that our committees have not been aware of 
this need. There may be some isolated cases. I don’t know, but our 
committee has never been faced with this situation of need. And we 
would not like to take a position, therefore, on an issue when we are 
not clear and we don’t know whether there is a need for there isn’t 
a need. 

Mr. Asuiry. If it could be shown that there were a number of 
cooperative housing ventures, student housing ventures of colleges 
on the west coast that were in the same kind of need that college hous- 
ing in general is, would you—— 

Mr. Anperson. Well) now please understand our committees have 
not discussed this at all. I am, therefore, a king as a person, as one 
college president. I have lived in the Northwest and I know that 
area of the country rather well. My only response is this: I think 
as public policy, it would be unfortunate for legislation to be passed 
which would be of advantage to one geographical area alone, if this 
is what the problem is. 

I have told you I don’t know what the problem is, but if you take 
California, the Congress is certainly not going to pass a bill to benefit 
the institutions in California alone; is it? 

Mr. Asutey. Of course you realize as I do, I am sure, that the Con- 
gress in the past has often passed legislation of a general nature 
which happens to benefit one section of the country. 

Mr..Anpprson. Yes; I know, and I.think that is unfortunate. This 
is a private view but I hold it as a person and as a citizen. Please 
don’t attach this view to the associations that I represent. We have 
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not discussed this problem and I don’t want anything in the record 
which would indicate that our associations have any view on this 
point at all. I hope I have made that clear, gentlemen. 

Mr. Asutey. Thank you very much. That is all. 

Mr. Apponizi1o. Thank you, Mr. Anderson. You have made a very 
able witness and we thank you for coming. 

Mr. Anverson. Thank you. 

Mr. Apvponiz1o. The committee will stand in recess until 10 o'clock 
tomorrow morning when the first witness will be Mr. Henry A. Bubb, 
chairman of the United States Savings & Loan League. 

(Whereupon at 12:28 p. m., the subcommittee adjourned to recon- 
vene at 10 a. m., Thursday, July 10, 1958.) 
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THURSDAY, JULY 10, 1958 


House or REPRESENTATIVES, 
SuBCcOMMITIFE ON HovUsING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a. m., Hon. 
Albert Rains presiding. 
Present: Messrs. Rains, Addonizio, Barrett, Mrs. Sullivan, Messrs. 
Ashley, Widnall, and Betts. 
Mr. Rarns. The committee will be in order. 
It looks like a full morning. 
The first witness is Mr. Henry A. Bubb, chairman of the legislative 
committee of the United States Savings & Loan League. 
Come around, Mr. Bubb. 
With Mr. Bubb are our friends, Bert King and Stephen Slipher. 
I see you have a statement with which you have a section-by-section 
outline of the revisions of the proposed bill. I am going to suggest 
that you read your prepared statement and, of course, that bill can 
be incorporated for our consideration as a part of the record. 
Mr. Buss. Very well, Mr. Chairman. 


STATEMENT OF HENRY A. BUBB, CHAIRMAN, LEGISLATIVE COM- 
MITTEE, UNITED STATES SAVINGS & LOAN LEAGUE, ACCOM- 
PANIED BY T. BERT KING, WASHINGTON COUNSEL; AND STEPHEN 
SLIPHER, STAFF VICE PRESIDENT 


Mr. Buss. I am Henry A. Bubb, of Topeka, Kans., and I appear 
here today as chairman of the legislative committee of the United 
States Savings & Loan League. The league’s 4,400 member savings 
and loan associations represent 90 percent of the total savings and 
loan assets of the country. The savings and loan business itself is 
the largest single source of home financing credit, making 37 percent 
of all home loans in 1957. While our interest extends to a variety 
of housing matters, my testimony today will be devoted entirely to 
H. R. 10637, the bill introduced by Chairman Rains to provide for a 
new program of guaranteed conventional loans. 

Before discussing the details of this plan, I would like to review 
briefly the recent history of the conventional loan. This is appro- 
priate because the proposed new plan is basically a modified or 
modernized conventional loan. 
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MAJOR ROLE OF CONVENTIONAL LOAN 


The conventional loan—that is, a loan which is not insured by the 
FHA or VA—is truly the workhorse, the “old faithful” of our home 
mortgage system. Since 1950, 70 percent of all mortgage recordings 
for the purchase of existing houses and new houses have been conven- 
tional loans and only 30 percent have been FHA and VA. 

We have a chart here, Mr. Chairman, which explains that and 
which might make it easier to see. 

Mr. Sureuer. Here are the conventional loans [indicating] and 
here are the combined FHA and VA loans [indicating], that is for 
old and new housing. 

Mr. Burs. During that same 7-year period, with respect to new 
housing construction only, 57 percent of the financing has been by 
conventional loan as compared to 43 percent by FHA and VA. It 
is clear that the great bulk of home mortgages for new housing 
construction and home purchase have come from the conventional 
loan sector. 

This is because it is flexible and adjustable to local conditions and 
the special needs of the borrower, and it can be made by anyone 
from an individual] person on up to the largest lending institution. 


STABILITY OF CONVENTIONAL LOAN 


The most remarkable thing about the conventional loan is its 
stability. From 1950 to 1957 the housing starts financed by conven- 
tional loans never fell below 607,000 units, nor rose above 696,000. 
This is in marked contrast to the housing starts financed by FHA and 
VA which, during those same years, varied from 680,000 units to 
297,000. One year FHA-VA financed starts jumped 43 percent; 
another year they fell 40 percent. The attached chart shows the 
stability of conventional starts versus FHA-—V A starts. 

Mr. Slipher, will hold it up. 

Mr. Sureuer. This is the conventionally financed housing starts 
[indicating] and this is FHA-VA. This same chart is in the testi- 
mony there. This just shows the stability of conventional loans. 

Mr. Rarns. Is the first chart attached to the testimony also? 

Mr. Surpuer. Yes, sir, both of them. 

Mr. Rarns. Very well. 

Mr. Buss. Let me make it clear that in my comments about the 
FHA and VA I am not for a moment reflecting on the soundness of 
these great programs. Their role in extending home ownership to 
millions of our citizens is well known to the committee and recog- 
nized by the entire lending industry. Historically speaking, how- 
ever, they have been subject | to a feast-and-famine record. Sometimes 
they are working full force and other times they are slowed to a 
virtual halt. This erratic record exists in spite of the many fine— 
and no doubt frustrating—efforts of Congress and the FNMA to 
smooth out the ups and downs by stimulating the market through 
Fannie May funds when the market is low. 

Let’s translate that stability record into a specific example. Had 
all housing starts in 1957 dropped to the same extent that housing 
starts financed by Government loans dropped, we would have built 
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last year only 700,000 houses, as contrasted to the 1 million actually 
built, We would have lost 300,000 housing starts at a time when we 
were already very much alarmed about the housing picture. I hate 
to think of what might have happened to our economy if we had 
lost 300,000 housing starts and all of the related business that goes 
with home building in 1957. Of course, in some years the housing 
starts financed by Government-gu: aranteed loans have shown spectacu- 
lar increases, but the home- building industry is not at its maximum 
efficiency when there are marked ups : s and downs in the volume of home 
construction. 


CONVENTIONAL LOAN IS ONLY REMAINING AREA FOR LIBERALIZATION 


Now, let us take a look at the possibilities of stimulating home con- 
struction and home buying by liberalizing credit terms. Of course, 
there is no debate whatsoever that the Congress and the American 
people are anxious to stimulate home construction, both to provide 
better housing for our citizens and to counteract the current recession. 
Congress has “already been sufficiently concerned to speed through an 
emergency housing bill. Today FHA loans require only a 3- percent 
downpayment up to $13,500; and GI loans require no downpayments. 
Maturities run to 30 years. Obviously there is very, very little room 
for further liberalization in those programs. 

On the other hand, in almost all instances the minimum downpay- 
ment for a conventional loan is set by law or regulation at 20 percent, 
and in many cases is set at 33 percent. Here is the area—and the only 
area—in which there is still plenty of elbow room for liberalizing 
credit. 

That is why it is so important that. we develop a new program for 
conventional joans. We must modernize, improve, and streamline this 
old workhorse so that he can do a more effective job of extending home- 
ownership and stimulating home construction. 

It must be recognized that many lending institutions are very small 
and have a limited staff and that their preference for the conventional 
loan is, in part at least, a result of their lack of enthusiasm for the 
necessarily complicated FHA and GI programs. 

For instance, the average savings and loan today has assets of $8 
million, with approximately 10 employees. This means about 2 men 
and 8 girls running the association. It is understandable that they 
prefer not to have to master the many technical requirements of the 
Government programs. The Minimum Property Standards for FHA. 
run 602 printed pages and, of course, there are innumerable other reg- 
ulations, rulings, and opinions. The small institution—and most of 
them are quite conservative—would rather not take the risk of run- 
ning afoul of these regulations and prefer to make conventional loans. 

Larger institutions such as my own develop staff experts on these 
partic ular programs and we are able to get along without any dif- 
ficulty. Even in our own case we sometimes have problems with the 
rigid rules of FHA which, of course, cannot be tailor made to every 
community and to every individual case. Recently, for instance, my 
association processed a request for a $19,400 FHA loan on a 30- -year 





basis, with a monthly payment of $144. The prospective borrower 


had a monthly income of $775; but the FHA, using its formula of 
amount of payment to salary, rejected the loan. We used the formula 
28431—58——12 
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used by the VA and most conventional lenders of 41% or 5 times the 
gross income to the monthly payment, and were able to make the loan 
on our own 80 percent conventional loan plan. Unfortunately, of 
course, not every borrower is able to raise the additional downpay- 
ment, so many of them are being denied homeownership, due to this 
unnecessary FHA regulation. 


DESCRIPTION OF HOME MORTGAGE GUARANTY PLAN 


The program contained in H. R. 10637 is based on the age-old 
principle of insurance—of sharing the risk. Savings and loans them- 
selves are based on this principle. Instead of one individual making 
an individual mortgage, the savers collectively lend the money to 
a large group of borrowers. Thus, the occasional loss of an individual 
loan is shared by a great many persons. 

In a sense, the FHA program, the Federal Home Loan Bank Sys- 
tem, the F ederal Deposit Insurance Corporation, and the Federal 
Savings and Loan Insurance Corporation are all based on this same 
principle of sharing the risk. This new program would permit the 
sharing of risk beyond the individual association and would permit 
them to make higher percentage loans with the risk and expense dis- 
tributed among all savings and loan associations. 

Since Chairman Rains originally introduced his bill, H. R. 10637, 
it has been subjected to a great deal of study. The league, for in- 
stance, has conferred with various industry groups, Government offi- 
cials, economists, and Members of Congress and their staffs. We now 
have the benefit of hearings on this subject before the Senate Housing 
Subcommittee. The Senate Housing Subcommittee favorably re- 
ported the plan in a draft form which represented a composite of 
the league’s study, the bill by Chairman Rains, the recommendations 
of the committee, and the recommendations of the various affected 
Federal agencies. We believe it would be more convenient for this 
committee if we were to testify as to this latest draft and perhaps 
also it will be more convenient for the subcommittee to work from this 
latest draft rather than make numerous amendments and technical 
changes to the original bill. I have attached to my testimony this 
latest draft and, if I might, submit it for the record, Mr. Chairman. 

Mr. Rats. It will be included at the end of your testimony. 

Mr. Buss. Thank you. 

Incidentally, the fall Senate Banking Committee did not include 
the loan plan in the housing bill it reported. However, the committee 
report indicated general support of the plan by stating as follows: 

The committee decided to postpone final action on the proposed Home Mort- 
gage Guaranty Corporation which previously had been approved by the Housing 
Subcommittee. This action does not indicate a lack of sympathy for the general 
objectives of the plan and, in fact, a majority of the committee noted that the 
plan was desirable. However, a majority believed that there were certain 
inequities in the plan, as drafted, and that important issues had not been re- 
solved. The committee intends to study the plan further, in confidence that the 
basic principles involved and the meritorious features of the plan can be in- 
corporated in a more acceptable form. 

One of the changes in our latest draft is intended to overcome the 

“inequities” cited by the Senate Banking Committee by providing for 
the participation in the program of the various mortgage lending 
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groups such as savings banks, commercial banks, life-insurance com- 
panies, et cetera. Our latest draft also overcomes the major objections 
— by the Federal Home Loan Bank Board in its testimony of 
July 8. 


DETAILS OF PLAN 


Now let us discuss how this plan would operate in actual practice. 
The lending institution would process the loan very much as it now 
processes an ordinary conventional loan. It would, of course, have 
to make certain that the maximum loan term and maturity were not 
greater than that provided in the law. The loan term provided in 
the bill is 90 percent of appraised value and the maturity would be 
25 years. The loan aan not be over $25,000 and it must be to a 
borrower for his own home. This is strictly a homeownership pro- 
gram; rental properties and speculative home purchases are not 
eligible. 

At the time the loan is made the borrower would pay a premium de- 
termined by the Corporation. That premium is payable at the time 
the loan is made and is only paid once. It can be paid either in cash or 
added to the loan. We would estimate that the actual premium would 
end up around 11% percent of the loan, but in a new program such as 
this it is wise to provide a range of flexibility just to be on the safe 
side. 

When the loan is made under the regulations it is guaranteed to the 
extent of 20 percent of the total amount of the loan. However, regard- 
less of the amount of the loss, the lending institution receives only 90 
percent of the loss and must at all times be responsible for 10 percent 
of the loss. This coinsurance feature was placed in the bill for the 
same reason that coinsurance features were placed in FHA title I. It 
assures lender responsibility and it makes certain that lenders at all 
times have a financial interest in keeping the loan sound and well 
serviced. 

When the loan is paid down to 50 percent of the original value of 
the house all insurance ceases. There is no need to carry insurance 
on a loan that is paid down to 50 percent and this will save much 
bookkeeping and record expense, both for the institution and for the 
corporation. 

EXAMPLE OF LOAN PLAN 


To take a specific loan, let’s assume a home is appraised at $10,000. 
The maximum loan would be for $9,000 and 25 years. The top 20 
percent of the loan, $1,800, would be the guaranteed portion. Of 
this, the actual guaranteed amount would be 90 percent, or $1,620, 
and the lender would always be liable for 10 percent of the loss, or 
$180. The bottom $7,200 would be uninsured. It should be noted 
that the combined risk of the lender ($7,200 plus $180) is $7,380, or 
less than 75 percent of the value of the house. A 75-percent loan 
is considered a conservative and safe loan in the lending market to- 
day. The premium on this loan, depending on the amount set by the 
Corporation, would probably be within the range of $90 and $180, 
which would be paid once and could be paid either as part of the closing 
costs or added to the loan. 

This would be much cheaper than the premium on an FHA loan, 
which is one-half of 1 percent of the balance annually. 
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The insurance would be handled by a new corporation, the Home 
Mortgage Guaranty Corporation, which would be a corporation under 
the jurisdiction of the Federal Home Loan Bank Board. The Federal 
Home Loan Bank Board now operates the Federal Savings and Loan 
Insurance Corpor: ition, and for many years operated the Home Own- 

ers’ Loan C anor ation, and this arrangement has proved very satis- 
factory. The Board, like other Government agencies, curre ntly oper- 
ates a number of divisions such as the Federal savings and loan sys- 
tem, Federal home-loan bank operations, division of supervision and 
examination, and so forth. This new Corporation would in many 
ways be merely a new division of the Board, and it would not consti- 
tute a vast, expensive new agency, and would not be a duplication of 
the FHA and VA as some have pictured it. 

The Federal Home Loan Bank Board operates its programs through 
its 11 regional banks and has over 500 examiners in the field at all 
times. It is the natural, logical, and ideal agency to administer this 
program. There would be no more conflict of interest than exists w “sa 
the FHA, urban renewal, and public-housing programs all under 
single housing administrator. 

Let me emph asize that there would be no Federal money in the 
Home Mortgage Guaranty Corporation. In the long run the Corpo- 
ration would receive its money through premiums and earnings on the 
investment of its funds and through purchase of stock by participating 
lenders. 

Initially, $20 million of stock will be subscribed by the 11 Federal 
home-loan banks. These 11 Federal home-loan banks are owned en- 
tirely by their 4,500 member institutions. This $20 million represents 
less than 1 percent of the assets of the Federal home-loan banks and is 
entirely negligible in the financial condition of the bank system. 

I might say that the increase in the capital of the banks last. year 

was $80 million. This $20 million would only represent 90 days’ in- 
crease of the capital of the bank system last year. 

I believe the committee is aware of the fact that the conference of 
Federal home-loan bank presidents has given general approval of this 
legislation and has approved the limited use of bank funds to start 
the new C orporation. The bank presidents do not have to clear their 
position with the Bureau of the Budget and hence were able to frankly 
endorse the plan. 

To make certain of the financial soundness of this program we have 
done very careful studies of its financial structure and reserve position. 
I am submitting this study for the record. Our first study relating to 
the then pending Senate language, showed that at no time during the 
first 3 years of operation did the ratio of ¢: apital and reserves fall below 
9 percent of the Corporation’s risk. Recomputation of the ratio of 
assets to risk on the basis of the features of the draft now proposed 
yields an even higher ratio; namely, capital and reserves equal to 15 
percent of risk, 

The present FHA reserve ratio is 2.6 percent, which factor Mr. 
Cole endorsed on Monday as adequate for a depression of the intensity 
of that of the 1930’s, 

The bill contains a number of other important features, such as the 
power of the Federal Home Loan Bank Board to establish appraisal 
procedures, and the power of the Federal Home Loan Bank Board to 
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suspend or terminate any lending institution from this program which 
it feels is operating in an unsound manner and is in any way jeopardiz- 
ing the insurance program. 

From this description I think you will agree that the plan is not a 
radical, earth-shaking proposal, but is more in the nature of a mod- 
ernization or streamlining of a time-proven home-financing tool. A 
similar plan has worked successfully in England for many years and 
many leaders in home financing in this country have discussed such 
a plan for a long, long time. It is by no means an exclusive inven- 
tion of the United States Savings and Loan League. Last November, 
Administrator Cole indicated that a nearly identical plan was being 
given careful consideration for use through the FHA. 

All the plan does is to increase the permissible loan ratios for con- 
ventional loans from 80 to 90 percent and establish an insurance pool 
to protect. against the admittedly greater risk of higher percentage 
loans. We feel, as the Board and many others do, that 90 percent con- 
ventional loans are coming. We think it is sounder to surround these 
loans with the special protections provided in this bill than it is to 
permit each association to attempt to provide its own protection. 

I think it is evident that the plan will in no way interfere with 
or impede the fine FHA program. First, the FHA loan is, of course, 
100 percent insured as contrasted to the partial insurance provided in 
this plan. Second, the Federal Government guarantees FHA de- 
bentures, while there will be no Federal Government liability in the 
home mortgage guaranty program. Third, the FHA loan has great 
marketability because of this 100-percent insurance and the Federal 
guaranty of FHA debentures, a marketability which will not be 
present under the mortgage guaranty plan. Fourth, the downpay- 
ment on our loan of 10 percent will still be 3 times the downpayment 
under FHA so that the borrower seeking a maximum loan would con- 
tinue to prefer FHA. Fifth, the partially guaranteed conventional 
loan would not be salable to Fannie May and thus would not have the 
attraction to the large institutional lenders that the FHA has. 

On the basis of these facts, I think it is clear that while our loan 
lan has an objective similar to FHA of increasing homeownership 
os high-percentage loans, it is still a distinctively different and non- 
competitive instrument. 

As a matter of fact, in an indirect way our plan can prove helpful 
to FHA. Since we first announced the program several years ago, 
the FHA has made a number of progressive improvements. They 
have developed the CAP program to cut redtape in the smaller com- 
munities; they have considered a simplified partially insured plan 
similar to ours: they are now giving consideration to reducing the 
premium on FHA loans. These developments may well be coinci- 
dences, but I am inclined to feel that the wide discussion given our 
plan has served as a spur to FHA to improve its own program. 

Tet me also point out that the GI loan program must inevitably 
taper off and terminate, leaving the FHA program as the only high 
percentage loan plan available. Monopolies can prove very stifling, 
whether in business or in government, and I think it will be very 
healthy if we keep more than one road open for low downpayment 
financing. 
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ADVANTAGES OF PROGRAM 


Now, what are the advantages of this plan? First, the advantage 
to the Federal Government. Obviously, any program that stimulates 
housing and increases homeownership without costing the Federal 
Government 1 red cent is highly desirable. 

In its emergency housing bill the Congress directed the use of $1.8 
billion of Federal funds to stimulate housing. Now the Congress has 
a chance to stimulate housing in a way which does not cost the 
Federal Government any money, nor involve any liability. The draft 
of the bill we have submitted makes it absolutely clear that there is no 
Federal liability. The Corporation is prohibited from even borrow- 
ing money from the Federal Home Loan Bank System or the Federal 
Savings and Loan Insurance Corporation. 

Ineed not dwell on the importance of increasing homeownership and 
home construction and the part that housing plays in our general 
economy. We believe that the plan would give an almost immediate 
shot in the arm to the economy. While it would naturally take some 
time to set up the Corporation and get it into full operation, we believe 
that builders could immediately begin the planning and construction 
of houses upon the basis of tentative commitments from institu- 
tions to finance the houses when finished with the 90-percent loans 
provided under this bill. 

To the homeowner the plan means a broad new program of low 
downpayment home loans. It means that the family that cannot raise 
the 20 or 30 percent now needed for a conventional loan will be able 
to obtain a loan for 10 percent down. It means that the family in 
an area in which FHA and VA are not readily available will have a 
low downpayment home financing plan available to them. I know that 
many of you have received letters from builders or realtors in small 
towns supporting the plan and commenting on its particular value 
in the mmaiite town and rural area. 

On this point, let me quote from a letter sent by some members of 
the North Carolina Concrete Masonry Association to Congressmen. 
This particular one was from Thomas F. Adams, Jr., of Raleigh, 
N.C., and came to us entirely unsolicited. He says in part: 

As you know, insurance companies are not eager to make loans in rural areas, 
but stay close to metropolitan areas. Consequently the people in the small towns 
and rural areas of our States must rely solely upon the banks and savings and 
loan institutions. The banks and savings and loan institutions generally will 
not lend more than two-thirds of the appraised value, though in some instances 
the savings and loan institutions will lend up to 70 percent. In rural areas and 
small towns, FHA loans are often not available except for a few select areas. 

Several bills have been enacted and others are pending before the Congress, 
which are designed to encourage home construction in an effort to halt the 
current recession. The enactment of the bill referred to below (H. R. 10637) 


would seem to have a much broader effect in our State in this direction than any 
bills heretofore enacted. 
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Perhaps one of the major appeals of this new loan plan is that it 
will go a long way toward making unnecessary the use of second 
mortgages. This subcommittee, through its ules last year, is well 
aware of the evils which can exist in the use of second mortgages. Yet 
many families cannot raise the necessary 20 or 30 percent downpay- 
ment and have resorted to additional borrowing, sometimes on un- 
favorable and uneconomical terms. The mere fact that the downpay- 
ment would be lowered to 10 percent would eliminate the need for sec- 
ond mortgages and, in addition, the bill provides specific language 
enabling the Board to flatly prohibit second loans behind first mort- 
gages made under this program. 

We believe the plan may be the long-sought solution to the problem 
of the trade-in house. A great many of the buyers of new homes are 
already owners of a home and must dispose of the existing house before 
they can buy the new home. This has been a growing problem in 
recent years and many builders feel it is the No. 1 obstacle in new 
home sales. Since the new loan plan is applicable to existing homes 
which presently are financed almost entirely by conventional loans, it 
should greatly ease this problem. I might add that realtors for a 
long time have cmplaiaed that sales of existing houses have been made 
difficult by the almost complete absence of low downpayment financing. 

Of course the plan will be beneficial to the savings and loan busi- 
ness and the other participating lenders. It will give lenders a new 
way to serve the homeowner and that is particularly important this 
year, because at the present time the rate of savings increase will soon 
exceed the available loan demand. Our net increase in savings in the 
6 months of 1958 is 19 percent greater than the net increase for the 
first half of 1957, and in many areas our savings and loan associations 
are reporting difficulty in finding an adequate supply of good loans. 
Borrowings from the Federal home logad banks are some half billion 
dollars under the peaks of years past, indicating that associations are 
not finding the loan demands on current terms to be brisk enough to 
encourage them to borrow from their regional banks. Obviously, 
there is a broader field for 90 percent loans than 80 percent, and with 
this new loan = there will definitely be less difficulty in keeping 
our money working. 

In summary then, we urge the committee to act favorably on this 
new plan which will stimulate home construction, improve our national 
economy, extend homeownership, and add a new tool to those already 
provided by this committee for building a stronger and better America. 

Mr. Rarns. Thank you, Mr. Bubb. 

What was that study that was submitted there a moment ago? Let 
me see that. 

Immediately following Mr. Bubb’s statement in the record will be 
included these two charts which are in his testimony and then the sec- 
tion-by-section outline of the revision of Proposed Home Mortgage 
Guaranty Corporation Act; then a study dated July 9, 1958, entitled 
“Home Mortgage Guaranty Corporation” immediately following 
that. 
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(The charts and other data referred to follow :) 


HOME MORTOAGE RECORDINGS. 1950-57 
sgn BY WE (20000 OF LESS) 


19,000 
18,000 
17,000 
16,000 
15,000 
14,000 
13,000 
12,000 
11,000 
10,000 
9,000 


8,000 + 


7,000 
6,000 
9,000 
4,000 
3,000 
2,000 
1,000 


HE CONVENTIONAL 


a FHA AND VA COMBINED 








HOUSING ACT OF 1958 177 


NON-FARM PRIVATE HOUSING STARTS 
wus, 22 (CL Of HNANING 195057 


700,000 
CONVENTIONAL 
\N wo, Oo 


Nh, ef Ny 











comm CONVENTIONAL 
mums FHA AND VA COMBINED 


rt 
I950 1951 1952 1963 1954 1955 1966 1957 








178 HOUSING ACT OF 1958 


SECTION-BY-SECTION OUTLINE OF JULY 1, 1958 ReEviIsION oF PROPOSED HOME 
MorRTGAGE GUARANTY CORPORATION ACT 


The bill creates Home Mortgage Guaranty Corporation to enable members of 
the Federal Home Loan Bank System to supply broadened support to low down- 
payment home mortgage loans in their communities. 

Section 601: Enacting clause. Act may be cited as “Home Mortgage Guaranty 
Corporation.” 

Section 602: The Home Mortgage Guaranty Corporation chartered as a cor- 
poration for stated purposes. 

Section 603: The Federal Home Loan Bank Board is authorized and directed 
to operate “Corporation” and to prescribe bylaws, rules, and regulations. 

Section 604: (a) Board shall provide for issuance of $100 par nonvoting capi- 
tal stock of the Corporation, and may require members of the Federal Home Loan 
Bank System to buy and hold such stock, up to 1 percent of original principal 
balance of loans submitted by such member for guaranty. 

(b) Within 60 days from enactment Federal home loan banks shall prescribe 
pro rata to $20 milion par value of stock on call of Board. 

(c) When financial condition of Corporation warrants the Board may pay di- 
vidends or retire stock on a seniority basis. Board may regulate and restrict 
transferability of stock. 

Section 605: Vests ordinary corporate powers in Corporation as an instrumen- 
tality of the United States, including right to acquire and deal with foreclosed 
property. Authorizes Board to control appointment and compensation of per- 
sonnel without regard to other laws; to lend personnel, services and facilities to 
the Corporation on a reimbursable basis. Permits Corporation to use help of 
other governmental agencies with consent of such agencies, and to incur and 
pay its own necessary expenses without regard to the provisions of any other law. 

Section 606: Corporation may borrow money, issue obligations, and invest in 
obligations of or guaranteed by United States. May be depository of public 
money or fiscal agent of United States. 

Section 607: Exempts Corporation, its assets, and activities from Federal and 
State taxation, excepting estate, inheritance and gift taxes, and real property 
taxes provided obligations issued by Corporation shall be subject to Federal 
income tax provisions. 

Section 608: Regulates advertisements and prohibits representations that 
mortgages are in any way guaranteed by the United States. 

Section 609:(a) Requires Board to regulate— 

(1) eligibility of loans—but no loan may exceed $25,000—and must be 
secured by first lien on single family dwelling within regular lending area 
of mortgage, owned by mortgagor, and occupied by him as his home or in 
good faith intended for such occupancy ; 

(2) valuation and loan terms—no loan may exceed 90 percent of ap- 
praised value, and must be amortized on a regular monthly basis within 
25 years; 

(3) obligation of the Corporation as guarantor—limited guaranty to 90 
percent of 20 percent of loan balance, expiring when debt is paid down below 
50 percent of original appraised value; 

(4) premium—not less than 1 percent of original principal amount of loan, 
payable in advance ; 

(5) method of payment—either in cash or debentures ; 

(6) methods of and items to be included in any required settlement on 
a guaranty; and 

(7) appraisal practices. 

(b) Limits rights under guaranties and other obligations of Corporation to 
the assets of the Corporation. Provides no guaranty or obligation shall be a 
liability of the United States. 

(c) Prohibits retroactive change in the rights of a holder of a guaranteed loan. 
Permits transfer of guaranteed loan, as approved by Corporation. 

Section 610: Authorizes Board: 

(a) to suspend or take other summary disciplinary action against any partici- 
pant. Postpones right of affected parties to obtain hearing or judicial review 
until after action taken and hearing conducted pursuant to Administrative 
Procedure Act. 

(b) (1) to limit volume of any participant : 

(2) to limit secondary financing: 

(3) to prescribe maximum contract rate of interest; 
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(4) to admit as participants mortgagees which are not members of a Fed- 
eral home loan bank; and 
(5) to impose other requirements, limits, or conditions. 
Section 611: Empowers Board to require reports and examinations of par- 
ticipants, 
Section 612: Separability clause. 
Section 613: Territorial applicability of act. 


REVISED DraFr oF Proposep LAW AUTHORIZING THE MORTGAGE GUARANTY CORPO- 
RATION BASED ON PATTERN ADOPTED BY SENATE SUBCOMMITTEE ON BANKING AND 
CURRENCY (WHICH APPEARED AS TITLE VI oF Housine Act oF 1958) 

» * * * » a we 


TITLE VI—HOME MORTGAGE GUARANTY CORPORATION 


Src. 601. This title may be cited as the “Home Mortgage Guaranty Corporation 
Act.” 

Seo. 602. The Home Mortgage Guaranty Corporation (hereinafter referred to 
as the “Corporation”) is hereby created and chartered as a corporation for the 
purposes herein stated. 

Sec. 603. The Federal Home Loan Bank Board (hereinafter referred to as 
the “Board’’) is authorized and directed to operate such Corporation and to 
prescribe bylaws, rules, and regulations not inconsistent with this Act. 

Src. 604. (a) The Board shall provide for the issuance of nonvoting capital 
stock of the Corporation, divided into shares of $100 par value each. The Board 
may, by regulation, require participating members of the Federal Home Loan 
Bank System to purchase at par value and hold stock of the Corporation as a 
condition precedent to the right of any such member to obtain guaranties under 
this Act, except that no such regulation may require any such member to 
purchase such stock having a par value in excess of 1 per centum of the original 
principal balance of loans submitted by such member to the Corporation for 
isuance of its certificate of guaranty after the date of such regulation. Subject 
to regulation of the Board, any Federal savings and loan association is authorized 
to purchase and hold capital stock of the Corporation. 

(b) Within 60 days after the date this Act becomes law, upon the call of the 
Board, the Federal home loan banks shall subscribe to such stock having a par 
value approximating $20,000,000, and shall purchase and pay for the same in 
proportion to the par value of the outstanding capital stock of each Federal 
home loan bank at the time of such call. 

(c) Whenever in the opinion of the Board the financial condition of the 
Corporation warrants such action, dividends may be paid on the capital stock 
of the Corporation, or a part of the outstanding stock of the Corporation, may 
be retired: Provided, That any such retirement shall be in order of the sen- 
iority of such stock as to date of issuance. The Board shall also provide by 
regulation for the transfer or assignability of capital stock or for restrictions 
on the right of any participant to transfer or assign capital stock. 

Sec. 605. Upon the date of enactment of this Act, the Corporation shall be- 
come a body corporate, and shall be an instrumentality of the United States and 
as sueh have power— 

(a) to adopt and use a corporate seal ; 

(b) to have succession until dissolved by Act of Congress ; 

(c) to make contracts and to guarantee loans, subject to the limitations 
prescribed in this Act; 

(d) to sue and be sued, complain and defend, in any court of law or 
equity, State or Federal ; 

(e) to bid in at foreclosure sale or otherwise purchase, acquire, hold, 
manage, lease, recondition or resell any real property given as security for 
a loan it has guaranteed ; and 

(f) to appoint and to fix the compensation of such officers, employees, 
attorneys, or agents as shall be necessary for the performance of its 
duties under this Act, without regard to the provisions of any other law 
relating to the employment or compensation of officers or employees of 
the United States. Nothing in this Act or any other provision of law shall 
be construed to prevent the appointment and compensation, as an officer, 
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attorney, or employee of the Corporation, of any officer, attorney, or 
employee of any board, corporation, commission, establishment, executive 
department, or instrumentality of the Government, including the Federal 
home loan banks. The Corporation, with the consent of any such board, 
corporation, commission, establishment, executive department, or instru- 
mentality, including any field services thereof, may avail itself of the use 
of information, services, and facilities thereof in carrying out the provisions 
of this Act, and may pay reasonable compensation therefor, and all of 
the foregoing are hereby authorized to provide to the Corporation such 
information, services, and facilities as it may request. The Corporation 
shall be entitled to the use of the United States mails for its official busi- 
ness in the same manner as the executive departments of the Government, 
and shall determine its necessary expenditures under this Act, and the 
manner in which the same shall be incurred, allowed, and paid, without 
regard to the provisions of any other law. 

Sec. 606. For the purposes of this Act, the Corporation shall have power to 
borrow money, and to issue notes, bonds, debentures, or other such obligations 
upon such terms and conditions as the Board may determine. Moneys of the 
Corporation may be deposited in any Federal home loan bank, or any com- 
mercial bank the deposits of which are insured by the Federal Deposit 
Insurance Corporation, or invested in obligations of, or obligations which are 
guaranteed as to principal and interest by, the United States. When designated 
for that purpose by the Secretary of the Treasury, the Corporation shall be a 
depository of public money, under such regulations as may be prescribed by 
the Secretary of the Treasury, and may also be employed as fiscal agent of the 
United States, and it shall perform all such reasonable duties as depository of 
public money and fiscal agent as may be required of it. 

Sec. 607. All notes, bonds, debentures, or other such obligations issued by the 
Corporation shall be exempt, both as to principal and interest, from all taxation 
(except estate, inheritance, and gift taxes) now or hereafter imposed by the 
United States, by any Territory, dependency, or possession thereof, or by any 
State, county, municipality, or local taxing authority. The Corporation, includ- 
ing its franchise, activities, capital, reserves, surplus, and income, shall be 
exempt from all taxation now or hereafter imposed by the United States, by 
any Territory, dependency, or possession thereof, or by any State, county, 
municipality, or local taxing authority; except that any real property of the 
Corporation shall be subject to State, Territorial, county, municipal, or local 
taxation to the same extent according to its value as other real property is 
taxed. Nothing in this section shall affect the applicability of section 4 of the 
Public Debt Act of 1941, as amended (31 U.S. C. T42a). 

Sec. 608. No individual, association, partnership, or corporation shall adver- 
tise or otherwise represent, by any device whatsoever, that his or its mortgages 
are insured or in any way guaranteed by the Home Mortgage Guaranty Cor- 
poration, contrary to regulations of the Board prohibiting, or limiting or re 
stricting, such advertisement or representation. No individual, association, 
partnership, or corporation shall advertise or represent, by any device whatso 
ever, that his or its mortgages which are guaranteed by the Home Mortgage 
Guaranty Corporation are insured or in any way guaranteed by the Government 
of the United States. 

Sec. 609. (a) The Board shall issue regulations to carry out the provisions 
of this Act dealing with, but not limited to the following: 

(1) The eligibility of loans for guaranty: Provided, That no loan shall 
be eligible for guaranty unless the original principal amount thereof does 
not exceed $25,000, it is secured by a first lien on real property on which 
there is situated a dwelling designed for single-family occupancy located 
within the regular lending area of the mortgagee, and such dwelling is 
owned by the mortgagor and occupied by him as his home or intended 
in good faith for such occupancy : 

(2) The maximum ratio of loan to appraised value and the maximum 
amortized term for loans guaranteed under this Act; except that in no 
ease shall any such loan exceed 90 per centum of the original appraised 
value of the security therefor, or be amortized on other than a regular 
monthly basis or Over a period in excess of twenty-five years from the 
date of the loan: 

(3) The obligation of the Corporation with respect to any loan guaran. 
teed under this Act: Provided, That no guaranty under this Act shall 
extend to any mortgage loan the principal amount of which has been re 
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duced by payments of the mortgagor to less than 50 per centum of the 
original appraised value of the security therefor and no such guaranty with 
respect to any such loan shall be for more than 90 per centum of an amount 
equal to 20 per centum of the balance owing from time to time on the 
obligation covered by a certificate of guaranty. 

(4) The premium to be charged for the guaranty of any loan: Provided, 
That any such premium shall be payable in advance and shall not be less 
than 1 per centum of the original principal amount of the mortgage loan; 

(5) The method of payment of any guaranty, either in cash or in deben- 
tures of the Corporation ; 

(6) The methods of, and items to be included in, any settlement required 
as the result of the guaranty of any loan under this Act; and 

(7) The valuation of property securing loans to be guaranteed hereunder, 
which regulations and their subsequent supervision by the Board shall seek 
to assure the initiation and observance of appraisal practices designed to 
safeguard the assets of the Corporation against any excessive margin of risk, 

(b) The payment or satisfaction of any guaranty or rights arising therefrom, 
or of any other obligation of the Corporation, shall be limited to the assets of the 
Corporation and no such guaranty or obligation shall constitute a liability of the 
United States. 

(c) The rights of a holder of a guaranteed mortgage and the establishment of 
the amount of a final loss on a guaranty shall be governed by those regulations 
in effect at the time when the mortgage is reported for guaranty. A guaranty 
shall be for the benefit of the original holder of the guaranteed mortgage and of 
any subsequent holder which is a member of a Federal home loan bank or an 
individual, association, partnership, or corporation approved for the purposes of 
this sentence by the Corporation, by regulations or otherwise. 

Sec. 610. (a) The Board may at any time, in its sole discretion, and without 
any requirement of notice or other proceedings, refuse either temporarily or 
permanently to guarantee loans made or held by any specified lender or holder, 
or bar either temporarily or permanently any individual, association, partner- 
ship, or corporation from acquiring loans guaranteed under this title, or termi- 
nate, upon terms and conditions or otherwise, any such refusal or bar. Any 
action by the Board under this section shall be final and conclusive and shall 
not be subject to judicial or other review except after a hearing conducted 
subsequent to such action under the provisions of the Administrative Procedure 
Act. 

(b) The Board is further authorized : 

(1) To restrict from time to time the percentage of the total loans made 
in any calendar year or the total percentage of its loan portfolio, which any 
institution or mortgagee may have guaranteed as provided in this Act. 

(2) To limit or prohibit secondary financing incident to any purchase of 
property financed in part by a guaranteed loan. 

(3) To prescribe from time to time such maximum contract rate of interest 
as it may deem reasonable taking into consideration the current demands of 
the mortgage market. 

(4) To provide for the guaranty of loans made by institutions or corpora- 
tions which are not members of a Federal Home Loan Bank and which are 
engaged in the home mortgage business, and to prescribe in relation to the 
participation of such institutions or corporations appropriate regulations 
eoncerning their qualification, examination, supervision, and purchase of 
capital stock ; or 

(5) To make and impose such other requirements, limits, or conditions not 
inconsistent with this Act as may reasonably be necessary to the proper 
operation of the Corporation. 

Sec. 611. The Corporation is authorized to require any member of a Federal 
home loan bank which has obtained a guaranty under this Act to make reports, 
to supply copies of reports of public examinations and of public and private 
audits, and to make its books and records available to the Corporation and to 
permit the Corporation to examine them. It may make such examinations as 
may reasonably be necessary and the institution examined shall pay the cost of 
such examination. 

Sec. 612. If any provision of this Act, or the application thereof to any person 
or circumstances, is held invalid, the remainder of the Act, and the application 
of such provision to other persons or circumstances, shall not be affected thereby. 

Sec. 613. Notwithstanding any other provision of law now or hereafter in 
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force, the provisions of this title shall apply to the several States, the District 
of Columbia, and the Territories, dependencies, and possessions of the United 
States. The term “State” as used in this title includes Puerto Rico. 


HOME MORTGAGE GUARANTY CORPORATION (July 9, 1958) 
RELATION OF RISK TO ASSETS 


To estimate in advance the prospective adequacy of the assets, resources, 
or reserves it will take to embark on any new venture requires reliance upon 
the parallel or comparable experience of similar activities. Reasonable as 
sumptions must be made in the way of forecasting, and sensible recasting of 
statistical data must be relied upon to make it applicable to the prospective 
pattern of the new activity. 

Into the buildup of the outstanding over $100 billion in home mortgage debt 
there must have been woven a wealth of usable data and experience that 
can be drawn on to foretell reasonably theh probabilities that should face the 
proposed operation of the Home Mortgage Guaranty Corporation. 

Such an approach has been depicted in some detail on the pages which follow, 
and the conclusions that have emerged are encouraging. They may be briefed 
as follows: 

SUMMARY OF OPERATIONS 


Period of operation: 8 years and 3 months ending December 31, 1961. 
Number of loans guaranteed: 450,000. 

Amount of loans guaranteed: $5,220 million. 

Number of claims submitted: 2,400. 

Amount of claims submitted: $5,010,400. 

Operating expenses paid: $2,175,000. 

Remaining risk outstanding: $798 million. 

Liquid assets available: $121 million. 

Ratio of assets to risk: 15 percent. 


Analysis of comparable experience 

In probing parallel experience to aid in an estimate of the capital and income 
necessary to supply adequate financial worth to the obligations to be under- 
taken by the proposed Corporation it becomes apparent that the experience of 
individual associations must be rejected as a comparable. Each has had always 
a much lower pattern of loan-to-value ratios than the new plan would make 
eligible for its guaranties. Secondly, each has undertaken a risk determinable 
within a confined area of operation, dependent largely upon local economic 
factors, whereas the risk to be undertaken by the Corporation assumes broad 
participation on a national basis, and thus will embrace a spread and averaging 
of risk that is an essential embodiment of any properly conceived share-the- 
risk plan. 

Such considerations lead inevitably to the conclusion that the only two 
comparable even though not parallel programs which can be used for the 
purpose of probing the prospective risk of the Corporation are the FHA section 
203 insurance program, and the VA home-loan guaranty program. 

But in using various facets of the experience of each of these Government- 
backed programs, it should be borne in mind that the risk assumed by the 
respective agency in each cast is virtually 100 percent—far greater than that 
which the Corporation would assume. It is greater in a twofold aspect (1) a 
100 percent insurance commitment, or a 60 percent guaranty stands in the stead 
of the narrower 20 percent less 10 percent coinsurance coverage proposed to be 
assumed by the Guaranty Corporation; (2) it is based upon an extremely high 
ratio of loan-to-value, which in the case of VA includes a high percentage of 
no downpayment, and even “no-no-down” cases, against which the Corpora- 
tion contemplates a minimum of 10 percent cash down by the borrower’ But 
the reassuring element of Government supervision would be part of the 
package, and the national pattern of risk would be similar except that it is 
expected the Guaranty Corporation record will reflect a higher share of volume 
in nonmetropolitant areas than is true of FHA, and even of VA. 

Secondly, in practice a high percentage of advance commitments have long 
been featured in the FHA program—a type of activity that is fraught with the 
highest margin of risk prevalent in home-loan mortgage lending ; one which often 
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begets faulty housing which nevertheless is sometimes carried along under the 
commitment, it being an extremely hard thing for a Government agency to cancel 
a commitment to a lender due to the fault of a builder for whose failure the 
lender, although bound, is in no way directly liable. The Guaranty Corporation’s 
more restricted field of operation will avoid such elements of risk and will thus 
be more on a selective and less on a speculative risk basis. 

Obviously, with these ingredients all pressing heavily toward the narrowing 
of its relative risk pattern it would seem reasonable to contemplate as adequate 
for the Guaranty Corporation a margin of reserves less than that which would be 
deemed sufficient for these other two programs. Bearing that premise in mind it 
should be most reassuring to find that the projections which follow reflect indi- 
cated assets-to-risk factors many times the current FHA 25 margin, and many 
times that which would have been necessary to cover VA losses (VA having no 
reserve factor). 

Prospective volume 

Assuming the legislation authorizing the Home Mortgage Guaranty Corpora- 
tion were to be enacted near the close of the present session of Congress, a period 
of from 60 to 90 days should be allowed as a minimum for the Board to put it in 
operation. That would indicate that, with the forward commitments that are 
typical of the housing field, and a slackened tempo of activity over the winter 
season, the program would not ring up any sizable loan volume for the rest of 
1958. But it would be an effective force in the planning of units for the early 
part of 1959. What resultant volume would be or what overall rate of activity 
would be achieved for 1959 is at best conjectural, but the interest and support the 
plan has had from many prospective participants presages a substantial and 
growing volume will be encountered as the program gets underway, and as 
enabling State legislation clears the way for some State-chartered participants. 

The limitation of the program to loans where the homeowner is mortgagor 
eliminates wide use of the program for large-tract speculative building—so 
that a guide to probable volume is afforded by 1957 figures on conventional home 
purchase loans made by savings and loan associations. For 1957 these totaled 
456,300. Allowing for gradual pickup of tempo, and the lag pending enactment 
of enabling State legislation, it would be fair to set down 100,000 loans as the 
volume guaranteed through the end of calendar year 1959, 150,000 through 
calendar year 1960, and 200,000? for calendar 1961. The following analysis of 
income, outgo, and related risk factors has been based on those assumptions. 


Average guaranty 
The analysis is predicated likewise on the average conventional home purchase 
loan made by insured savings and loan associations for 1957—$9,500.. That 
average reflected a loan made at about 70 to 80 percent of the related valuation. 
At 75 percent it produces an average valuation of $12,667. Assuming all loans 
will be 90 percent loans gives $11,400, or more liberally, $11,600, as the average 
loan incoming for guaranty. On such loans the exposure factors, as between 
the guarantor Corporation and the mortgagee, under a 20 percent (less 10 per- 
cent coinsurance) guaranty, would be as follows: 
$9,512—Maximum risk of mortgagee, $9,280 plus $232=75 percent plus 
10 percent of loss. 
$2,088—Maximum average risk of guarantor, $2,320 less $232=20 percent 
less 10 percent of loss. 


Percentage of loss 

The mandatory 10 percent minimum downpayment, the supervision of ap- 
praisal practices, the requirement of amortization, the sharing of ultimate loss 
by the mortgagee, and the characteristically inflationary trend of the national 
economy all contribute elements that should whittle down the ultimate loss pay- 
able by the Corporation on each claim. Nevertheless, for the purpose of this 
analysis, the calculations are based on the unlikely assumption that each claim 
results in a maximum payout by the Corporation. 


1 For FSLIC-insured savings and loan associations, Source: Federal Home Loan Bank 


Board. 
2 This will be less than two-fifths of anticipated conventional home purchase loan volume 


of the savings and loan business for calendar 1961. 
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Foreclosure 

The foreclosure curve on non-farm-dwelling mortgages of $20,000 or less* hit 
a high for recent years in the last quarter of 1957, when it showed a rate of 3 
eases per annum for each thousand loans outstanding. That is the factor used 
in this study to reflect the prospective volume of payouts on the guaranty. That 
is beyond doubt somewhat higher a ratio than could be justified for the proposed 
guaranty program, as it includes unsupervised loans, and no or low downpayment 
FHA or VA loans. It is noteworthy also that the $5,010,400 cumulative payout 
reflected for the end of 1961 on the appended schedules is a generous allowance 
when compared with the $6 million realized loss incurred by VA after nearly 14 
years of operation, during which home loans totaling $42 billion have been 
guaranteed, many of them on a 60 percent guaranty “no down” basis. It is also 
a most generous estimate compared to the estimate of FHA that on its single 
family owner-occupied insurance (sec. 203) its realized loss after nearly a 
quarter century of operation is about two one-hundredths of 1 percent of loans 
insured. 
Turnover average 

A very substantial factor bearing favorably on the cumulative risk factor of 
the Corporation is the combined and selective effect of amortization, prepayment, 
weeding out by foreclosure, and resales by owners which result in refinancing. 
Taken together these are termed the “turnover average.” The “turnover” expe- 
rience in recent years of most large home mortgage loan investment groupings is 
around 10 percent. Life Association of America reports for 6 years beginning 
1950 an annual average of 10.45. FHA reports a 10.47 average on its single 
family unit insured loan total. VA approximates 11 percent. Savings and Loan 
Fact Book for 1957 shows for 1956 a 17 percent ratio of loans paid to gross 
mortgage loan portfolio, the lowest rate of any recent year. In the light of these 
comparisons, the calculations which follow adopt a 10 percent turnover deduction, 
but apply only one-half that rate to loans incoming for guaranty within the 
preceding 12 months, so as to reflect their progressive accumulation over the 
year. No allowance is reflected for the fact that the guaranty terminates when 
the loan is paid down to 50 percent of the original value of the security. 
Actuarily an added deduction could be taken were the study made over a longer 
term than the three-year span chosen. On the 90 percent, 25-year, 5 percent equal 
payment amortized loan this would cut off all risk during the 14th year. 


Opcrating costs 

Basic to the planning of the proposed guaranty program has been simplicity of 
operating detail, to assure maximum availability of premium income to cover 
payouts on claims. The guaranteed loan is underwritten by the maker, the 
guaranty is virtually automatic, the reporting is a simple action, the liquidation 
ean be left to the coinsuring mortgagee,‘ supervision is exerted through exami- 
nations and audits for the cost of which the mortgagee is billed direct. Adding 
up these factors it has been deemed feasible to operate the Corporation on a 
budget equal to 2 percent of premium income. However, to allow for nonrecurring 
expense of getting underway this has been figured at 3 percent for the first 2 
years of operation, a figure which is considered to be generous, and at 24% percent 
for the third year. 





® Source: Federal Home Loan Bank Board. 
*See schedule D depicting the difference between the recovery factors related to claims 
under the FHA, VA, and Home Mortgage guaranty programs, respectively. 
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Premium level 

The law as proposed would authorize a premium from 1 to 2 percent of the 
original loan balance. Within these limits the premium could, of course, be 
adjusted as the need indicates from time to time, and separate reserves could 
be set aside to cover risks undertaken at variant premium levels. For the pur- 
poses of this projection, however, preliminary weighings indicated a premium of 
1% percent of loan balance should be more than adequate. The appended 
calculations have been made on that basis. 


Stock purchases by participants 

The favored draft of the proposed law empowers the Board to require partici- 
pants to purchase capital stock at par up to 1 percent of the dollar amount of 
each loan submitted. This is purposed to permit the stock of the Federal home- 
loan banks to be retired at par, and thus to place the ownership of the capital 
stock entirely in the participating mortgagees. This feature also would be the 
source of a continuing flow of additional capital into the assets of the Corpora- 
tion. This is reflected in the attached schedule at a level equal to one-half of 
the permissible 1 percent requirement. 

Reserves for losses 

The nature of the Corporation’s activity is such that its entire capitalization 
stands as a reserve for losses, after a set aside of a percent of current premium 
income for current operating costs, and after earmarking to cover pending claims. 
The nature of the Corporation’s liability on the guaranty is such that all assets, 
except earmarkings on prior claims, are subject to incoming claims. Capital 
and reserves are therefore the same thing for practical purposes, and for the pur- 
pose of measuring the ability of the Corporation to stand by its guaranty obli- 
gations. The appended calculations are made accordingly. 

It will be observed that rising annual volume factors have a tendency to dilute 
assets in relation to risk, particularly where the turnover factor on the current 
year’s intake is calculated at 5 percent. The opposite is true as a levelling off 
or slackening period is experienced. 

It follows also that the reserve factors derived from the calculations shown 
on these pages would be somewhat higher if volume accumulated more slowly 
than the rate used for estimating purposes. 

However, the figures cited reveal that at the present rate of foreclosures it 
should be possible to maintain assets at a near 15 percent of outstanding risk, 
while maintaining a premium rate at 1% percent of the principal balance of the 
guaranteed loan, and the stock-purchase requirement at one-half percent. They 
reveal also that an appreciably higher foreclosure rate would still leave respect- 
able assets in hand. Recourse to the power to substitute debentures for cash 
would appear to be an unlikely expedient, although an entirely practicable one. 
It should, of course, be made a part of the contract of guaranty that debentures 
could be substituted for cash on given eventualities. As has been stated, this 
15 percent of assets factor—which really is the measure of reserves—compares 
to a 2.62 percent reserve currently covering FHA insured loans, also to a realized 
loss aggregate of about $6 million on VA loan guaranties out of $42 billion in 
guaranteed loans, and a realized loss in FHA’s comparable title II (see. 203) of 
less than two-hundredths of 1 percent of the overall aggregate of issued loans.® 

It appears probable, therefore, that at the end of 3 years of operation the 
Guaranty Corporation will have an ability to withstand fairly heavy economic 
weather. Shortly beyond that time, if economic weather continues fair it will 
be reasonable for the Board to consider a retirement of capital stock, a cash 
dividend, or a premium reduction, or some of all three. 





5 Out of $26% billion of insured loans, through February 28, 1958, a realized loss of 
$4,638,990 had been taken on final disposition of properties, and an added setaside to 
provide for added losses on resale of acquired properties had been made, amount, $6,154,000. 


28431—58——138 
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SCHEDULE A 
Year-end condition Dec. 31, 1959 


Loans guaranteed (100,000, average $11,600)______.____________ $1, 160, 000, 000 
Income and expenses : 
Income: 
Premiums received, at 1144 percent loan balance______~_ 17, 400, 000 
Investment of capital: 
3 percent of $20,000,000__..____________ $600, 000 
3 percent of 44 new capital_____________ 87, 000 
3 percent of % net premium income___. 243, 774 
a 930, 774 
I eects Guiomar 18, 330, 774 
Expenses: 
Operating expenses: 
Estimated at 3 percent of premium in- 
$522, 000 





ee ievhinisiniiinn in shinai tu tonten Daas 
Earmarked or paid for claims, 300 loans 
eA a a a ccteasatieccanpitiiotaits 626, 400 
—--——..- 1, 148, 400 
ee a irre amie nmcinninmenmmence 17, 182, 374 


Capital: 
Initial subscription by home-loan banks__--._----__--__-- 
Purchased by participants, at 4% percent of loan balances_-_ 


20, 000, 000 
5, 800, 000 


Sr cl ial ss retin ana nilbipeeeenees ue 42, 982, 374 


Cumulative risk ratio, Dec. 31, 1959: 
100, 000 


x $11, 600 


$1, 160, 000, 000 











NIN RTI 9 ceca isis pai nem ciew enh 
Sees CCID 70 SO sa ecsecteiss im cstevge san inner einen 58, 000, 000 
I ia she caiiaiieniiniaid 1, 102, 000, 000 
Pox auarenty (20: percent) ....................... 220, 400, 000 
SE ee I PIO iii cin ntetcemnietcnecteremeie 22, 040, 000 
Senne Tm? APT 9 OU cee ccccenesecmrenenoenee 198, 360, 000 


Ratio of assets to risk: 21.6 percent. 
SCHEDULE B 
Year-end condition, Dec. 31, 1960 
Loans guaranteed during 1960 (150,000, at $11,600)_________- $1, 740, 000, 000 


Income and expenses: 
Income: 


Premiums received, at 1%4 percent of loan balances____ 26, 100, 000 
Investment of capital assets: 
3 percent of paid in capital stock_.-_-~~~ $774, 000 
3 percent of 4% new capital stock__----__ 130, 500 
3 percent of 44 net premium income____ 356, 265 
——___—- 1, 260, 765 
I a i en cate atetdasaaeae 27, 360, 765 


Expenses: 
Operating expenses: 
Estimated, at 3 percent premium income- 
Earmarked or paid on claims (750 
SRE ene an ee eg rane 


$783, 000 


1, 566, 000 


2, 349, 000 


at sila im eA 25, 011, 765 
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Year-end condition, Dec. 31, 1960—Continued 


Capital stock, par value (paid in) : 





Initial subscription of home-loan banks__._.._._-___--__--- $20, 000, 000 
Other subscriptions -10We ico cciinetincndtaeesl bie 5, 800, 000 
Purchase by participants 1960, at 14 percent loan balances_- 8, 700, 000 
Net income carried over from 1959__.....-.___-____-___ 17, 182, 374 
Total QgNGitisdtcin cick dee eee ree ie 76, 694, 139 
Cumulative risk ratio, Dec. 31, 1960: 
At risk, end of 1959, loan aggregate_______ $1, 102, 000, 000 
Less 1960 turnover factor (10 percent) —_-~- 110, 200, 000 
; 991, 800, 000 
Remaining guaranty coverage__________-___ 198, 360, 000 
20 percent less 10 percent coinsurance____ 19, 836, 000 
ON ai cicadas enc nncispa era sarin esa eee maedaearaee 178, 524, 000 
1960 loan guaranties (150,000 x $11,600 
SVORRNO So ee paste antetdeine $1, 740, 000, 000 
Less 1960 turnover factor (5 percent) __~ 87, 000, 000 
Outstanding GRGNCet es iene ccckuon 1, 653, 000, 000 
Remaining guaranty coverage____._._______ 330, 600, 000 
Less 10 percent coinsurance_______.-_--__ 83, 060, 000 
a 297, 540, 000 
Total Goune’ Tigk GUUHANOIG. ook esc cedemnm 476, 064, 000 


Ratio of assets to risk: 15 percent. 
SCHEDULE © 
Year-end condition, Dec, 31, 1961 
Loans guaranteed, 1961 (200,000, at $11,600) -.--....________ $2, 320, 000, 000 


Income and expenses: 
Income: 


Prenriums received, at 1% percent loan balances____-_ 34, 800, 000 
Investment of capital assets: 
8 percent of paid-in capital stock_.---- $1, 035, 000 
3 percent of % new capital stock__--__ 174, 000 
3 percent of 4% net premium income_-_ 466, 668 
ee 1, 675, 668 
SORE (ROO sid cena 86, 475, 668 
Expenses: 
Operating expenses: 
Estimated, at 24%4 premium income___--_~ $870, 000 
Earmarked or paid for claims (1,350 X 
Oe ies ini eseic ccna recs oecuncnices 2, 818, 800 
— 3, 688, 800 
BO Ra ccs cass enteral ache ellipse 82, 786, 868 
Capital stock: 
Initial subscription, home-loan banks__-.------.--------- 20, 000, 000 
Purchases by participants: 
DC a a a cca aoa easiness abating a nara 14, 500, 000 
NN ee casera es Be ee oe oe 11, 600, 000 
Net income carried over from 1960_...-..-...--.----.--- 42, 194, 139 


IE a ane 121, 081, 007 
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Year-end condition, Dec. 31, 1961—Continued 


Cumulative risk ratio, Dec. 31, 1961: 
1959 loans, end of 1960 balances__.________ 
Less 1961 turnover (10 percent) ....______ 


$991, 800, 000 
99, 180, 000 


892, 620, 000 


Remaining guaranty coverage (20 percent). 178, 520, 000 
Less 10 percent coinsurance_.___.._________. 17, 852, 000 
Sm i Ld ee a $160, 668, 000 
1960 loans, end of 1960 balance_...-_.____ $1, 653, 000, 000 
Less turnover (10 percent)_._.___--________ 165, 300, 000 


1, 487, 


Remaining guaranty coverage (20 percent) _— 


700, 000 


297, 500, 000 


Less 10 percent coinsurance__.._._________ 29, 750, 000 
RN III ot eects venpahcninho bh aibipbinatsckabininccs ads Sobien menecubeaeb abe cainesnp 267, 750, 000 


1961 loan guaranties (200,000 x $11,600)-_- $2, 
Less turnover (5 percent) 





2, 204, 000, 000 


20, 000, 000 
116, 000, 000 


Remaining guaranty coverage (20 percent) - 440, 800, 000 

Less 10 percent coinsurance_____--___-_-~ 44, 080, 000 
I ich shalt eiaianiaiiediies 396, 720, 000 
Total dollar risk outstanding, Dec. 31, 1961.-----.-_-----~- 798, 138, 000 


Ratio of assets to risk, 15 percent. 


SCHEDULE D 


Comparative claims procedures, FHA, VA, HMGC 


[Purchase Price= Value= $15,600] 


{Assuming guaranty of maximum amount loan: FHA, 30 years, 54% percent interest; VA, 30 years, 4% 
percent interest; conventional, 25 years, 542 percent interest] 





} FHA 
BT RD. o.. cccecdwnddcceecsdsosecersnesssecensecscnesancsece | $14, 850 
Assume after 5 years loan defaults: Ss 
Amortized loan balance_.......- ish aissst distention bilan cinco cueuel 13, 676 
Foreclosure costs (3%).........---..-----.-. Se sia 200 
er sn ema amendiednegannbetnnanwinndian = ; 180 
ES GEOUTTRNE GION. occ ccecccceccwcceesccccaseu paiicisaemon ( 
Delinquent interest .............. 220-2. con cow ccwwcenccnenennne all (‘) 
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1 Certificate of claim. 
2 Not insured. 


VA Conven- 

} tional 
$15, 600.00 | $14,040.00 
14, 269. 94 12, 524. 80 

300. 00 | (2) 

180. 00 () 

200.00 | (2) 

200. 00 | (2) 
15,149.94 | 12,524.80 
11, 000. 00 11, 000. 00 

ws ocean 1, 524. 80 
152. 48 


44,149.94 | 51,372.32 


3 FHA would take title to the property after foreclosure and would give insured $14,050 debentures, $6 


cash, and a certificate of claim for accrued interest and attorneys’ fees. 


4VA would set an $11,000 upset price and would take title, paying the mortgagee $15,149.94 cash out of 


U. 8. Treasury. 
5’ HMG Corporation would pay $1,372.32 cash out of its reserves. 


Even if appraised value were sub- 


stantially lower its maximum payout would be $2,504.96 (20 percent of balance, less 10 percent coinsurance), 
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In typical case (as illustrated) after default, Home Mortgage Guaranty Corpo- 
ration would be called upon to pay out less than one-half of deficiency faced by 
FHA in similar case, and only one-third of deficiency faced by VA. A departure 
from FHA and VA procedure as to the liquidation of security following default 
would therefore appear to be advisable—one that would seek the saving of large 
administrative costs by leaving liquidation largely in the hands of the mortgagee. 

Mr. Rarns. Mr. Bubb, I thought it was an excellent, clear-cut, and 
convincing statement. It is the first time that there has been put 
specifically in the record the exact details of the proposed plan, espe- 
cially before this committee and I want to congratulate you and your 
associates for the good statement that you made. 

Mr. Buss. Thank you very much, Mr. Chairman. 

Mr. Rarns. One of the first things that comes up for discussion as 
to this plan is the charge that it is discriminatory in that it is not open 
to all lenders but only to members of the Home Loan Bank System. 

I asked Mr. Cole his preference. He said either was equally bad. 
I notice you suggested it be open to all lenders. What is your view 
on this point? “Do you think it could operate for all le nders? 

Mr. Buss. Yes. Where Mr. Cole says it would be equally bad I say 
it would be equally good. I take just the opposite view. 

We took this plan up with the lending institutions, insurance com- 
panies, banks, brokers, mortgage bankers, and so forth. Some were 
not interested at all. As to others we had difficulty agreeing as to 
how they would participate under the plan. So we thought initially 
we would initiate it just for the savings and loan members and then 
the others could come in later. But certainly we have no objection 
to opening it up to other members and that is why we have included 
in this draft a clause whereby other lenders can participate in the plan. 

Mr. Rains. As a matter of fact, as I remember the testimony of the 
members of the Home Loan Bank Board, I believe Mr. Hallahan 
stated that mutual savings banks were now eligible to participate 
under the Home Loan Bank System and to my amazement Mr. Fink 
said insurance companies were already in on it. 

Mr. Buss. Yes; as of now both insurance companies and mutual 
savings banks can participate. 

Mr. Rarns. In other words, the charge that you are setting up a 
special advantage for one group 1 melts away when you say to thie 
others, “ You are welcome to come in.’ 

Mr. Buss. That is right. 

Even those lenders that are not eligible to become members of the 
Federal Home Loan Bank Board are eligible to participate under this 
program. So any lender who wants to make loans can participate if 
the draft we have submitted today or one similar to that is passed. 

Mr. Rarns. In reality would they have to join the Home Loan Bank 
System ¢ 

Mr. Buss. No. 

Mr. Rarns. In reality what this provides is a type of conventional 
loan with sharing of the risk to meet what every one of us knows is 
coming a 90 percent loan. Isn’t that correct ? 

Mr. Buss. Yes, sir. We feel without the sharing of the risk our 
people would not participate to as great extent in the 90 percent loan 
as if it were insured. Some do not go up to the 80 percent which they 
are now allowed to do by statute. 
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Mr. Rarns. As a matter of fact, I think the averages show that it is 
around 60 percent; isn’t that about the average for savings and loans? 

Mr. Buss. That is correct. 

Mr. Ratns. Mr. King, in the statement Mr. Bubb presented a mo- 
ment ago, the implication was there that perhaps the Housing 
Agency’s opposition to the plan was that it fell under the jurisdiction 
of another agency. Of course, we have the GI loan program which is 
not under the Housing Administrator. I was just wondering Mr. 
King, as to whether you were ever aware of any attempts by the Hous- 
ing Administration to take over the GI program and get control of it. 

Mr. Kine. I would state it this way—those attempts were so fre- 
quent and so persistent as to constitute a continuous effort . 

Mr. Rats. In other words, the Congress would expect there would 
be some desire among agencies to reach out for more control of any 
particular project that came under the heading of what that agency 
was set to do; isn’t that correct / 

Mr. Kine. Yes, sir; there is a natural tendency to expand jurisdic- 
tion and there is a natural reluctance to lose jurisdiction. Part of it 
may be due to a desire for power and part of it may be due to the 
conviction that the other fellow can never do it quite as well as you 
can. 

Mr. Ratns. You mentioned, Mr. Bubb, in your statement that it was 
your opinion that this program would in no way conflict with or 
diminish the usefulness of the FHA program. Do you care to elab- 
orate any further on that statement ? 

Mr. Buss. Yes, Mr. Chairman. Of course, I pointed out how liquid 
the FHA is compared to this program and being able to be traded on 
the open market, so to speak. It is a hundred percent insured loan 
plan where this is only 20 percent insured, and as you know, FHA 
loans are sold from coast to coast and brokers handle them and Fannie 
May is eligible to buy them. They are only 3 percent down, and these 
are 10 percent down. So I don’t think there is any comparison. 
Besides, I don’t think a little competition ever hurt anybody. 

Mr. Rats. In other words, today about what percentage of sav- 
ings and loans—I know you make about 37 percent of all financi ing 
loans for home, but about what percentage of those loans today are 
strictly conventional loans ? 

Mr. Buss. Seventy-eight percent. 

Mr. Rarns. Seventy- eight percent? 

Mr. Buss. Just about; yes, sir. 

Mr. Rarns. And the other part would be composed of GI and 
FHA ? 

Mr. Buss. Yes, sir. 

Mr. Rarns. Maybe this is not exactly a fair question—I assume it 
is for one who is promoting a plan as you are promoting this: I 
told Mr. Cole when he testified on Monday that his opposition seemed 
to be about the most emphatic I had ever heard him express to any- 
thing. What in your opinion is the reason for the violence of the op- 
position of the administration to this program which, after all, you 
cannot call anything other than private enterprise? What is the 
reason ? 

Mr. Buss. Well, Chairman Rains, that baffled me, too, particu- 
larly when President Eisenhower in his remarks when he signed the 
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emergency housing bill made a statement about private enterprise. 
If I may, I would like to quote from that statement. This is a di- 
rect quote from the President’s statement : 

It has been the fixed policy of this administration and should be the con- 
sistent purpose of the Federal Government to seek in every way to encourage 
private capital and private investors to finance in competitive markets the 
myriad activities in our economy including housing construction. 

Now we have a private enterprise bill to submit to them and for 
some reason or other they are opposed to it. 

As you well remember, last November, Mr. Cole was in favor of 
such a plan at that time for FHA. I have a press release here of some 
of the things Mr. Cole said at that time about this plan which I would 
like to put into the record with the permission of the committee, if 
I might. 

Mr. Rarns. I asked Mr. Cole when he was on the stand about that 
speech that he made up in New Jersey. Is that what this press re- 
lease related to? 

Mr. Buss. Yes, sir. 

Mr. Rarns. And he told me and told the committee that the pro- 
gram that he suggested on that date was not the same or was not too 
¢ closely akin to this program. 

Mr. Buss. Well, I might add, Mr. Chairman, I think it just comes 
down to this fact: Who is going to run the plan? That seems to be 
what it is all about, and I can’t say I blame Mr. Cole. Maybe if I 
were in his position, I would feel the same way. 

Mr. Rarns. Since Mr. Cole has testified on this and since you have 
stated the situation as it is, I don’t think we will put that into the 
record, There is no need to get into a shooting match about it. 

Now it is true, Mr. Bubb, that this plan would not involve any 
Federal money or any Federal liability. Is that a true statement? 

Mr. Buss. That is correct, Mr. Chairman. 

I might add now the Federal Government grants charters where 
there is no moral obligation of intent of such. There are TV and 
radio channels, airline routes, and even Fanny Mae stock, where there 
is no obliagtion on the part of the Federal Government to back them 
up. 

Mr. Ratns. There would be one expense to the Federal Govern- 
ment. It might be necessary to hire a few additional employees— 
you seem to think, in your statement, not a great many—but a few to 
operate the program. 

Mr. Buss. That is correct, but the premiums paid under this plan 
would pay for the cost of that operation, so there would be no cost to 
the Federal Government or the Home Loan Bank System. 

Mr. Rains. There would be no cost to the Home Loan Bank 
System ? 

Mr. Buss. We feel the premiums would be sufficient to take care 
of any losses and, also, to pay any costs of operation. I think we 
must keep this in mind: When an association is making a loan in 
which it assumes part of the risk, they are going to be a whole lot 
more careful in making that loan than they are “where the Govern- 
ment assumes 100 percent of the risk. That is only human nature. 

Mr. Ratns. The Federal Home Loan Bank Board, of course, testi- 
fied, and I think you were here and heard their testimony, ‘and I 
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know the Wall Street Journal stated they approved of the plan. I 
got the impression from their testimony ‘that, with certain changes 
which they recommended, they, at least, ‘thought the plan was a good 
one. Was that the impression that you got from their statement? 

Mr. Buss. That is the impression I got from it, Mr. Chairman. 
At our last convention they endorsed the principles ‘of the plan, and 
I think that we have met most of their objections. But, after all, 
they are subject to the rulings of the Bureau of the Budget, and the 
Bureau of the Budget has told them it is against the “President’s 
program. Naturally, they cannot endorse it “publicly, but I think 
you will agree with me, which you stated in so many words a minute 
ago, that they certainly were not opposed to it when they testified 
here on Tuesday. 

Mr. Rarns. With Mr. Bubb, as the members of the committee know, 
is Mr. Bert King, who appeared before this committee there’s no tell- 
ing how many times when he was with the GI home-loan program 
at the Veterans’ Administration. 

The committee, Mr. King, has high regard for your ability in mat- 
ters of this kind, and I would like to ask you a specific question. 

Based on your previous experience, what do you think, or what is 
your opinion as to the financial soundness of this new loan plan? Do 
you believe that the capital and reserves would be adequate ? 

Mr. Kine. Mr. Chairman, I believe more than adequate reserves 
for foreseeable contingencies can be set up well within the maximum 
factors as to premiums and stock purchases that the Board can re- 
quire of the participants. For example, there is no limit under the 
draft proposed, on the percentage of loan balance that can be charged 
as premium. There is a limit of 1 percent on the capital-stock re- 
quirement for purchases by participants. I think that a very adequate 
reserve component can be set up, using factors of 114 percent for 
premium and 14 percent for stock participation. 

Mr. Rarns. Do you think, in the light of the fact that we have not 
had any experience under that, that there should be a limit of 2 per- 

cent, or how do you think that would be better stated in the legisla- 
tion ? 

Mr. Kine. Mr. Chairman, the Board has indicated a preference to 
have no upper limit. I would abide by the Board’s wishes in that 
regard. I think it quite unlikely, in the face of any foreseeable oc- 
currences, that they will have to charge, as I said, in excess of a 1144 
percent premium, but, allowing for the fact that none of us are 
prophets or have a crystal ball, ‘I think it is well to impose no upper 
limit on the amount of the premium that can be ch: irged. 

Mr. Rartns. Mr. Bubb, among the other criticisms made of this 
program by its opponents is one—and, as I understood you, you 
regard this as a conventional loan—is one that there is a partial 
guaranty, the assumption being that there is a Federal guaranty and 
yet no control over the interest rates. Now, that is going to bother 
a great many Members of Congress who believe if you are going to 
have a guaranteed program you should have some control. I see, 
at least, some top on the interest rate. What do you think about 
that ? 

Mr. Buss. Well, Mr. Chairman, I think the Board was a little 
modest Tuesday about their powers in this respect, because they have 
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the right to suspend any member of this new corporation that charges 
rates out of line or does anything else that they shouldn’t do. 

[ think Mr. Hallahan also testified, as I remember, Tuesday, that, 
during the last 5 years, the average rate charged by savings and loans 
was never greater than 5% percent. It psa de up to that. I 
don’t think that you have had any complaints ever, particularly as 
to savings and loans charging usurious rates or even high rates. 

I think it might be well to let the program operate without a top 
ceiling, knowing that the Board can control the interest-rate ceiling 
under this. 

Mr. Rats. Well, it wouldn’t hurt to strengthen the Board’s hand 
a little bit. 

Mr. Buss. No; it would certainly be all right to strengthen the 
Board’s hand a little bit. The only thing I am fearful of in putting 
on a top rate or fixed rate is you run into the same trouble you ran 
into with VA and FHA, the problem of discounts. Discounts are 
most disagreeable to us in the mortgage business. Nobody likes to 
charge discounts. Discounts are only a way of adjusting the interest 
rate on a fixed-interest-rate loan. 

Mr. Rats. The statutory maximum on an FHA loan, of course, 
is 6 percent. 

Mr. Buss. Yes. 

Mr. Ratns. I would like to continue, but I have to turn you over 
to some of the other members. 

I see two of my longtime friends, Mr. Frank Yielding, of Birming- 
ham, and Mr. George Byrum, of Birmingham, savings and loan men. 
I would like you to stand up. I would like to give you gentlemen 
the privilege of including a statement in the record directly after 
Mr. Bubb’s testimony. 

I am also informed that Mr. Kenneth Neu, secretary of the Iowa 
Savings and Loan League, is out there, and I would like to give him 
permission to include a brief statement in the record. Dr. Talle, the 
eminent member of the committee from your great State, I am sorry, 
is away with a broken foot, but we are glad to have you here. I am 
especially pleased to see my friends from Alabama here. 

There are a lot of other questions to ask, but time is of the essence 
on these hearings, so I shall now defer to Mr. Addonizio. 

Mr. Addonizio, do you have a question ¢ 

Mr. Apponizio. Yes, Mr. Chairman. 

Mr. Bubb, first, I would like to congratulate you on a very con- 
vincing statement. 

Mr. Buss. Thank you. 

Mr. Apponizto. As I understand it, I believe your testimony shows 
that this so-called home-loan guaranty plan is a new concept; is that 
correct ? 

Mr. Buss. Yes, in this country. 

Mr. Apponizio. Now, I know you are very enthusiastic about it, 
and I think our chairman is, too, because he has introduced legislation 
along those lines, and he has spent much time during the past few 
weeks trying to convince me to be for this legislation. 

Now besides the enthusiasm you show and which the chairman 
shows, do you know of any other organizations or groups or individ- 
uals that support this bill? 
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Mr. Buss. You will find that the home builders and realtors sup- 
port it. I know most of the home builders and realtors out in the field 
support it, because, myself, being in this type of business, naturally I 
come in contact every day with home builders and realtors, and all of 
them ask me how this plan is coming, when it will be adopted. They 
tell me they need it, so I think we have a lot of support throughout 
the country from home builders and realtors. 

Mr. Apponizio. Being in the capacity that I am on this committee, 
I come in contact with a great many home builders also, and many of 
them that I talk to are opposed to this particular bill. As a matter of 
fact, I only talked to a very close friend of mine yesterday who indi- 
cated to me his opposition to this bill. 

Mr. Buss. Well, it might be that he doesn’t know that it has been 
opened up to all other lenders now. That hasn’t of course, gotten out 
into the field yet. The home builders in Washington know it, but 
that is probably the reason. 

Mr. Apponizio. I also say to you that just for the sake of the rec- 
ord because I want it kept clear, that the chairman indicated that the 
Home Loan Bank Board—when he referred to a newspaper article 
in the Wall Street Journal—the article indicated that the Home Loan 
Bank Board supported this legislation. They testified on Tuesday 
morning. As I understood their testimony, I think that they said 
that they favored the provisions of the bill, but they could not sup- 
port it, and I tried to pinpoint them down to a specific answer as to 
whether they were for or against it, and they just would not take a 
position. 

May I say further, on yesterday morning also the AFL-CIO testi- 
fied in opposition to this legislation. 

Now, the thing that makes it inviting to me is the fact that you 
have indicated in your testimony first of all this will not cost the 
Government one red cent. 

Mr. Buss. That is correct. 

Mr. Apponizio. Of course that is inviting to a great many Mem- 
bers of Congress and, of course, the other thing that -I think makes me 
feel strong about it is the fact that you indicated also that this will 
do away with second-mortgage financing. 

I can remember well only in the past year when our committee trav- 
eled around the country and held hearings. We found many areas 
of the country where second-mortgage financing was being abused in 
great measure. In fact, in Florida I indicated to the chairman I 
thought if it continued in the direction it was going that certainly 
we should send some individuals down there, members of our staff, 
to investigate this matter to see if we couldn’t get it stopped. 

Surely if this particular legislation will bring about the results 
that you indicate I will probably support it. 

Mr. Buss. Thank you. 

Mr. Apponizio. Thank you. 

Mr. Rats. Sitting next to me is a member of our full committee, 
a distinguished member, Mr. Breeding, who tells me you are a friend 
of his, and we are going to _ him ask you a question. 

Mr. Breeprnc. Mr. Bubb, it is indeed nice to have you here with 
the committee this morning. ne from the State of Kansas, and 
having known you for many years, I wanted to tell all of the mem- 
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bers of this committee, of which I am a member, that it is an honor 
and a pleasure, and that you are recognized in my State as one of 
the leading authorities on financial matters. 

Mr. Buss. Thank you, sir. 

Mr. Breepinc. Mr. Bubb, I would like to ask you this question: 
You know my district, the Fifth District of nen and principally 
my cities are 10,000 to 12,000 population. I do have 2 or 3 larger, 
but why is it nobody in my area can build a home under any kind 
of a program, Government program or what have you, FHA, Fannie 
Mae, or any of them, until recently? I might say FHA has been 

doing a little business, but a lot of builders have gone broke because 
they weren’t able to sell these mortgages. 

Can you give me an answer to that? 

Mr. Bus. Yes, Mr. Breeding, I know your district very well. 

In towns the size of most of the towns in your district, FHA and 
VA have not functioned. That is No. 1. No. 2, most of the lenders 
in your district are small lenders, and as I pointed out in my testi- 
mony the small lenders just do not like the redtape, they don’t 
understand it, they don’t have anybody they can hire to explain it 
to them, that they have to go noe to get an FHA or VA loan. 

I know savings and loans in Great Bend, Pratt, and Medicine 
Lodge in your district. The die Po have told me that they would 
rather not make a loan if they couldn’t make it on a conventional 
basis, and I think those managers particularly are very anxious to 
have this plan go through because they think it will stimulate con- 
struction in their towns. 

Mr. Breepine. I know the mail I have had from my district is 
in favor of this legislation. Do you think this specific legislation 
would help in these small towns? 

Mr. Buss, I think it would definitely help; yes. I think it is the 
thing the small towns need either much more so than my town, as you 
will know. 

Mr. Breepine. I know in the past the only way we could build a 
house out there was either have credit from a bank or a rich father, 
or uncle, to build it for you. Certainly it is a pleasure to have you. 

Mr. Buss. Thank you very much. 

Mr. Rays. Mr. Widnall. 

Mr. Wipnauu. Mr. Bubb, I want to compliment you, too, for a very 
lucid statement. 

[ would like to start my questioning by asking whether at the time 
you conceived this plan you invited other groups to meet with you? 

Mr. Buss. Yes, sir; we had a meeting here in Washington and in- 
vited all groups that were interested in lending and all Government 
agencies to attend these meetings where we explained the program. 

Mr. Wipnatu. Did many groups attend ? 

Mr. Buss. Yes, most all of them attended. 

Mr. Wipna. Did they indicate interest ? 

Mr. Buss. I wouldn’t say it was unanimous, but many of them 
indicated interest. We didn’t ask for any pledges at that time, it was 
merely a matter of education. 

Mr. Wipnatt. I have had a number of letters in opposition to this 
plan, chiefly addressed to the fact that it would be set up more or less 
as a closed corporation for the savings and loan associations. 
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Did any of the groups, for instance, the mortgage broker group, or 
the banking fraternity, ask to participate in the plan? 

Mr. Buss. The mortgage brokers group asked to participate in the 
plan, but we could never agree on just how they would participate. 
They were the main ones I “referred to in my testimony. However, 
this draft I am introducing today, as I stated, does allow all groups to 
participate that want to particip: ite, and they do not have to belong to 
the Federal Home Loan Bank System in order to participate, so I 
think 

Mr. Wipnatt. As it is drawn today, there is no justification for that 
type of criticism, it is open to everyone who wants to use it. 

Mr. Buss. I think Mr. Slipher would like to add something to that, 
Mr. Widnall. 

Mr. Sureuer. One of the things the other lenders didn’t like was the 
fact that they would have been required to buy stock as they went 
along, and savings and loans wouldn't have. T his latest draft permits 
the Board to require stock participation by everyone, including bank 
members. Of course, one of the original problems was that we are 
putting up $20 million, and it was difficult to find some equitable way 
where they could put up some money to match the $20 million. 
Naturally the savings and loans felt their $20 million entitled them 
toa little advantageous position. 

That is a lot of money to put up. 

Mr. Wipnatu. Another objection that is emphasized by Mr. Cole, 
and also by others, is the fact that they claim that there is no inspection 
of the property. What is the current practice of most savings and 
loan associations with respect to conventional mortgage loans? 

Mr. Buss. Well, I can tell you this, Mr. Widns ll. Lh: appen to be 
in an association that has over 50 percent of its loans in FHA so I 
know the program very well. We finance a lot of new construction. 
Last year we financed over $20 million worth. During the construc- 
tion of a house, our appraisers examine it every week with the plans 
and specifications in their hands to see that that house is being built 
according to plans and specifications. We have a large stake in it. 

On the FHA houses we finance we don’t inspect them, and the FHA 
only inspects them three times. 

Now, I would say that there is just no comparison between the 
inspection under a conventional loan and under an FHA loan. It is 
so much more thorough under a conventional loan. 

Mr. Wipnatt. Is it your belief that if the home loan guaranty 
program goes through that that same practice would prevail, or would 
there be a tendency to say, well, now, we have a guaranty program, 
we don’t have to watch as closely ? 

Mr. Buss. No, I think it would definitely prevail because in the 
first place only the top 20 percent is guaranteed and the association 
assumes 10 percent of that risk. I know in my own case, we are going 
to be just as careful as we are under a conventional loan with no 
insurance or guaranty. 

Mr. Wipnati. That is all. Thank you. 

Mr. Ratns. Mr. Barrett. 

Mr. Barrerr. I would like to ask you one question, Mr. Bubb. 

You know recently we just passed an act known as the Automobile 
Information Disclosure Act. In referring to trade-ins, would you be 
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kind enough to tell us what protection the individual buyer will have, 
one interested in making a trade-in ? 

Mr. Buss. Let me understand that better. Do you mean if I have 
an old house, and want to buy a new house, and I trade the old house 
in on the new house ¢ 

Mr. Barrerr. The same principle as trading your old car in on a 
hew one, 

Mr. Buss. We don’t trade houses that way. 

Mr. Barrerr. Well, would you describe the trade-in procedure in 
the housing field for us ¢ 

Mr. Buss. The difficulty is that FHA has not, been famous for 
making loans on old houses, and many people having old houses, and 
many associations dealing with them, do not make FHA loans. The 
realtors and partic ularly tract builders, who build new houses for 

sale, are confronted consistently with people who say, well, I will 
buy this house if you can take my old house. Under the present 
system if the buil« ler got an FHA loan on the old house he would still 
have to carry back 25 percent, which most builders don’t have enough 
capital to do. They | van’t take old houses in and have 25 percent 
tied up in them. I think this housing bill reduces it to 15 percent, but 
they still have to put that 15 percent in escrow. 

Now, under this plan the builder could get a 90-percent loan on an 
existing house, he would only have 10 percent of his capital tied up, 
and it certainly ought to be easier to move the existing houses, and 
when it is easier to move the existing houses it is certainly a lot better 
for the owner. 

This plan would allow the owner to get more money for his house 
because if you can get a better loan on your house you can get more 
for it than if you cannot get that loan. 

Mr. Barrerr. But I am trying to understand the case of John Doe 
who owns a property on which he has no mortgage, and wants to 
buy a new home. How do you trade adequately and | properly ? 

Mr. Buss. We don’t trade at all, the mortgagee does not trade, Mr. 
Barrett. The house would be traded by the owner of the new house. 
The prospective seller would deal entirely with the owner of the new 
home. We don’t do the trading at all. We just make the mortgages. 
We are not like automobile dealers, you see. They don’t come to us 
and trade the house in tous. They make their deal on the outside, and 
it is two separate deals. Then they come to us. They may want to 
have a mortgage on one, they may want to mortgage both of them. 

Mr. Barrerr. Well, I understand that very thoroughly, but let us 
take an unscrupulous relator who goes to Mr. X and says, “Now, if 
you want to buy this property we will help you dispose of your prop- 
erty,” and he offers him a price far beyond the assessment, and then 
he takes him over to the other property and says, “This is what this 
property will cost you,” which would be twice, probably, the price that 
he could ordinarily buy it through a legitimate realtor. 

Now, is there some protec tion in your plan as to that? 

Mr. Buss. Of course, if he is unscrupulous he will be unscrupulous 
with respect to anything, FHA, VA, or what have you. 


Mr. Barrerr. But you wouldn’t object to having the property 
evaluated—— 
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Mr. Buss. We wouldn’t object to appraisals so that the purchase 
price couldn’t be greater than the appraisal value. We would have 
no objection to that. In other words, the value of the property would 
be the sale price or the appraisal, whichever is less. That would be 
the only protection I would know that you could build in in a case like 
that, Mr. Barrett. 

We certainly wouldn’t be opposed to that. As a matter of fact, we 
are anxious to keep this thing clean all of the way through. 

Mr. Barrerr. That is all, Mr. Chairman. 

Mr. Rarns. Mr. Betts. 

Mr. Berrs. Mr. Bubb, I want to join in the parade of praises; I 
think you made an excellent statement. 

Mr. Buss. Thank you. 

Mr. Berts. I like the way you gave examples as to how a loan would 
work under this type of loan guaranty program. Also, as I recall, 
you made an estimate of what you thought the premium would be. 
That is more than we got from any other witness. You figured it 
would cost about 114 percent. 

Mr. Buss. Yes. 

Mr. Berrts. AsI recall it, FHA is one-half percent. 

Mr. Buss. One-half percent of the remaining balance of the loan 
paid each year, substantially more than our “one time” payment. 

Mr. Berts. I think most of the points have been covered here. How- 
ever, what I ask isn’t particularly critical, but to clear up some things 
in my mind that have arisen because of letters I have received object- 
ing to it. 

Now, you have pointed out that this proposed program would be 
entirely private capital. Now, of course, FHA testified here that 
FHA is entirely private capital, so that on that score you haven’t pro- 
duced any advantage. 

Would you comment on that ? 

Mr. Burs. Yes, Mr. Betts; the FHA has a Federal guaranty of its 
debentures, so it certainly is not private capital when they have a 
Federal guaranty of debentures. 

Now, there will be no Federal guaranty of debentures, no Federal 
guaranty under this plan, no moral obligation; as I pointed out, the 
original capital comes from the Federal home-loan banks which are 
entirely owned by the members. There is not 1 cent of Government 
money in them, and we have no Fannie May support which FHA has, 
which is Government money, of course. I think there is quite a 
difference there. 

Mr. Berrs. Now, that leads to the second objection, and that is that 
ultimately this program will ask for Government guaranty of deben- 
tures; in other words, they will ask that the Government will be the 
ultimate payer of the loss. 

Mr. Buss. If they ever do I will have to resign because I have pub- 
licly said they won’t. I think the rest of our officers would resign, too. 
Certainly they will have to come before this committee. If they come 
and ask for Federal aid, don’t give it to them. 

Mr. Berrts. I am glad to hear you say that because that is one of the 
objections I have heard, and I wanted a statement from a responsible 
witness on your side. 

I think there was one other question, Mr. Chairman. 
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Now in connection with interest rates, you mentioned that would 
be controlled by the Federal Home Loan Bank Board. 

Mr. Buss. Yes. 

Mr. Berts. Now, you also stated that to participate in this program 
it is not necessary to become a member of the Federal Home Loan 
Bank Board. How can the Federal Home Loan Bank Board enforce 
by suspension of membership if a participant doesn’t have to be a 
member ? 

Mr. Buss. They will have a right to examine all members, and the 
members that are not members of the bank system can be examined as 
to the mortgages made under the Corporation. ‘They have 500 exam- 
iners in the field, so I don’t think they will have any trouble enforcing 
that at all. The lenders will have to file a copy with the C orporation 
just like you do now with FHA, and VA, of the mortgage, and the 
note, and closing statement, and other papers connected with the trans- 
action, so I don’t think there will be any trouble at all enforcing it. 

Mr. Brrrs. And also you feel by ine luding all other ty of lending 
agencies you would not ultim: ately do away with FHA? 

Mr. Buss. No, sir. As a matter of fact, I think this will be a very 
fine adjunct to FHA and will help FHA and the people of the country, 
and that is what we are all interested in. 

Mr. Brrts. That is all of my questions. 

Mr. Ratns. Mrs. Sullivan? 

Mrs. Sutiivan. Thank you, Mr. Chairman. 

Mr. Bubb, you do make a very good witness. I want you to know 
that I favor the principle of helping people buy homes on the most 
favorable terms, but I do feel strongly that we must protect the home- 
buyer. I think your plan should ‘have some ceiling on the interest 

rate, and also don’t. you think there should be controls to insure that 
the homes to be built would meet minimum standards? 

Mr. Buss. The Corporation will have the right to make control for 
minimum standards, but I think, Mrs. Sullivan, as I pointed out a 
minute ago, you will find these associations that have their own money 
in it are going to be more particular to see that the minimum standards 
are protected than they are under a 100-percent-insured loan. 

As I pointed out just a second ago, most associations that make con- 
struction loans have inspectors that they hire to check these properties 
while they are being built for two reasons: First, they want to see that 
they are being built ace ording to the plans and specifications, on which 
they have mz ade their appraisal of the value of that property, and, 
secondly, they want to be sure what work is being done, and how it is 
being done, so they don’t pay out in advance of the work being done 
where they might get stuck if they paid out too much money as the 
house went along. So we are much more anxious in a conventional 
loan, or a loan of this type, in which we have much more of a stake, 
also, to be sure that standards are met. I see nothing wrong with hav- 
ing the Home Mortgage Guarantee Corporation spell out some mini- 
mum standards, but I am sure that you will find that all savings and 
loans certainly have higher standards than the minimum property 
standards, Mrs. Sullivan. 

Mrs. Sutiivan. Well, as I explained to one of the witnesses the other 
day, under the GI program there were many, many complaints. 
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Mr. Buss. That is true, but, of course, it was a vast undertaking at 
that time, and they had to rely on many independent people out in the 
field and their appraisers, whoever the appraisal was assigned to, did 
the inspecting, and some were strict and some weren’t. That is entirely 
different. 

The association practically had no stake in that, either, so that is 
what I say, it would be much better than the VA and certainly even 
better than FHA. I don’t want to complain about FHA’s inspections, 
I am not complaining about them at all. I am just trying to show the 
difference between the two. 

Mr. Surewer. Could I add one point? All of these savings and loans 
are local and, of course, they are sitting right there in the neighbor- 
hood. If they finance some bad houses the people can walk right in 
and find them, and complain. It is much more uncomfortable than if 
some insurance company up in New York made the loans. 

In other words, the local savings and loan officers have to live in a 
community, and they are not anxious at all to have a bunch of unhappy 
people on their hands. 

Mrs. Sutuivan. Of course the builders for the GI homes were local, 
and they were available, too, to the GI’s, but that didn’t help the situa- 
tion until pressure was put on them to make the corrections on the 
errors made in building the homes. 

Mr. Surpuer. I agree that that partially offsets my comment, except 
that the savings and loans are a little more permanent and available 
than some of those builders were during that period. 

Mr. Buss. Plus the fact that the savings and loans are only making 
about 514 or 6 percent interest, I think the builders had a little more 
at stake than you are referring to. 

Mr. Ratns. I would like to point out as to so much of the jerry-build- 
ing we were talking about that it wasn’t just the VA, it was FHA as 
well, which was sometimes deficient as to property standards. 

Mr. Kine. Mr. Chairman, you are most kind. I could hardly say 
that myself. 

Mr. Rains. That is a correct statement. You raise something there 
that interests me. In our earlier investigation of shoddy building 
under both the VA and FHA programs, there was the problem of 
writing into the law the 1 year warranty. We were told it couldn't 
be done, that the industry couldn’t live with it, but it is in the law and 
it is working to protect the home buyer. 

Maybe we could put that in this law, Mrs. Sullivan. 

Mrs. Sutxivan. We have also heard a lot as to abuses of second 
mortgages in the past year, and our committee did a lot of digging 
on the subject. I gather you would not object to a provision in your 
plan which would expressly prohibit second mortgages in connection 
with the 90-percent loan; is that correct ¢ 

Mr. Buss. It is in the draft, Mrs. Sullivan. We do not only—not 
object, but it is in the plan under section 610 (b) (2). 

Mrs. Sutiivan. Well, how about the vast majority of conventional 
loans now being made by chartered insured savings and loan institu- 
tions? Shouldn’t we do something here to prevent the abuses in the 
second mortgage field ? 

Mr. Buss. I don’t see how you very well could. You could control 
Federal savings and loans, but that is a small segment of the total 
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lending picture, and it would certainly be unfair to control one small 
part and let all of the others run loose, and particularly it is the 
brokerage group more than the savings ‘and loan group where you 
have your abuse from the second mortgages, I think. 

Mrs. SuntivaAn. What would be wrong with putting a provision in 
the Housing Act which would direct the home-loan bank to issue 
whatever regul: ations are necessary to prevent abusive second mort- 
gage practices in connection with loans made by member institutions? 

Mr. Buss. Mr. Slipher would like to answer that, if it is all right. 

Mr. Sureuer. I think it would be possible. I want to point out 
however, that it is not too practical. When you get a 90-percent loan 
it is easy to agree that second mortgages are bad, but when you deal 
in the whole field of conventional loans you must admit that not all of 
the second mortgages are going to be made. 

Let us say a family needs $20,000. Supposing they are making a 
little extra money for the first few years, so they don’t want to finance 
the whole $20,000 over 20 years, so they take a first for $15,000 and a 

short-term second for $5,000. You can prove statistically it is cheaper 
for them. And also m: ny couples get loans from a father-in-law, 
and that sort of thing. So they are not all bad. 

The Board would have difficulty trying to define what is a good 
second mortgage, and what is bad. In the plan we are talking about 
here, it is pretty easy. We automatically decide any second mortgage 
over 90 percent is bad. 

Now, as I say, you could doit. Ithink the Board would have great 
difficulty in drawing the distinction, and probably you would “hear 
complaints about its enforcement. I have to agree with your phi- 
losophy, we cannot oppose giving the Board some authority over that. 
I would prefer not, of course. 

Mr. Apponiz1o. Would you yield, Mrs. Sullivan ? 

Mr. Suuiivan. Yes. 

Mr. Apponiz1o. Of course, the thing that concerns us is not so much 
the 60 or 70 percent ones that you talk about, but the ones that are 
more abusive in nature, that of the balloon-type payments, and that 
sort of thing. That is what we are concerned with. 

Mr. Surener. Yes, and I would assume the Board would have to 
attempt to define those and outlaw those. 

Mr. Buss. Of course, if you limit it just to members of the bank 
system, you are still letting about 63 percent of the mortgage busi- 
ness go unchecked in the contract where I think more abuses of that 
nature occur than they do in the 37 percent made in the savings and 
loans. 

Mrs. Sutiivan. Couldn’t it be written in to prohibit that under 
any insured loans made ? 

Mr. Buss. Well, you can’t have a second mortgage under an insured- 
loan plan now. 

Mrs. Sutztvan. Well, I, for one, feel very definitely that I wouldn’t 
want to see the home buyer get into some housing contract unless it 
was very well protected by regul: ation. 

Mr. Bu BB. Of course, I agree with you, Mrs. Sullivan. I think 
most savings and loans are like the one we operate. We won’t make 
a loan if we know the man is going to have a balloon second mort- 
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gage, or he is going to be in circumstances where it will make it 
difficult for him to make the payment on the first loan. 

We aren’t thinking just about the mortgagor; we are thinking about 
ourselves in making that loan. We think it is bad policy to make a 
loan to a man where he has a second mortgage with a high payment. 
First of all, he will have difficulty making payments on his first loan ; 
he will have difficulty on payments with ‘other things; and when you 
get into difficulty with payments, you generally have family trouble, 
and then you have a poor risk. 

Mr. Apponzzro. I appreciate what you say, Mr. Bubb; but I think 
when we were in Miami just last year I think it was indicated to us 
very strongly that some savings and loan organizations were certainly 
participating in this second-mortgage financing, this balloon type that 
we are talking about. 

Mr. Buss. I think that is more the exception than the rule, Con- 
gressman. I agree with you on Miami. 

Mr. Apponizio. I know, but this is with reference to the few that 
may be doing it. 

Mrs. SuLLiv AN. Well, that is why certain restrictive regulations 
have to be put into the laws for protection from the unscrupulous 
people. 

Mr. Kina. Mrs. Sullivan, may I point out, in reference to the bill 
under consideration, that the controls specified in the bill are tighter 
than the controls now applicable to conventional loans; so, as to that 
segment of conventional loans which would come in under the provi- 
sions of this bill, your wishes will be achieved—it will be under tighter 
control. 

Mrs. Sutiivan. I hope so. 

Thatisall. Thank you, Mr. Chairman. 

Mr. Rarns. Mr. Ashley. 

Mr. Asutey. Mr. Bubb, on page 8 you say that the loan term pro- 
vided in your program is 90 percent of appraised value and the period 
will be 25 years. Does that mean if I wanted to put down 15 percent, 
and wanted a 20- year period, that I wouldn’t be able to partic ipate ? 

Mr. Buss. No, sir; this is just the maximum either way. You 
could get anything under that, as far as that goes. It is just like 
FHA. You don’t have to get the maximum under FHA. If you 
want a 40- percent loan, or 80-percent loan, or 85-percent loan, for 
1 year up to 25, you can get it. 

‘Mr. Ricenec’ Well, now, in effect, wouldn’t it be possible for a 
lender to say we think it would be better for you to have a little 
more equity than the 10 percent that you want? 

Mr. Buss. Yes; that would be possible. 

Mr. Asuiey. So, in effect, you could have a program that is adver- 

tised in your examples as a 10- ae down proposition, and your 
average downp: 1yments might run 20 or 25 percent, the same as under 
conventional ? 

Mr. Buss. Well, Mr. Ashley, they wouldn’t run that much, and let 
me say this: There are many lenders in my area that make FHA and 
VA loans, but they won’t make VA on a no downpayment, and they 
won't make FHA on 3-percent down; they still require 10 percent, so 
you can’t regulate that. You just set a ceiling, and then you have to 
leave it up to the lenders to see whether they m: ake the maximum loans, 
or not. 


HOUSING ACT OF 1958 903 


Mr. Asuiey. Would this apply to old construction as well as to new ? 

Mr. Buss. Yes, sir. 

Mr. Asutey. Now, you say when the loan is paid down to 50 percent 
of the value all insurance ceases ? 

Mr. Buss. Yes. 

Mr. Asutey. That being, I take it, because the house would be worth 
the risk there; is that right ? 

Mr. Buss. We hope it will be worth the risk before it gets there, but 
what we say is certainly when it is paid down to that there is no doubt 
about it. 

Mr. Asuiey. Wouldn't there be a temptation on the part of lenders 
to get their clients to refinance when it is paid down to 45 percent so 
they could get them up to 50 percent, and they would be protected ? 

Mr. Buss. I don’t know; of course, lenders can do that now if they 
want to. 

Mr. Asner. But they are not protected now. 

Mr. Buss. But let us say you make an 85-percent loan now, and it 
is paid down to 45 percent, and you have money to loan. If you have 
that kind of temptation you would be out now trying to get them to 
put it back up to 80 percent. 

Mr. Asuiry. This makes it that much more attractive for a lending 
institution to refinance. 

Mr. Buss. Well, it 

Mr. Asuiey. Why does that gentleman next to you keep shaking his 
head? If you are not protected under 50 percent, and are protected 
over 50 percent—— 

Mr. Sureuer. I was shaking my head because the amount of protec- 
tion as it nears 50 percent gets so small that it will not be attractive to 
the lender. He is going to be getting 90 percent of excess over 50 per- 
cent, as it gets down to about $5,200 on a $10,000 loan he is going to be 
fussing around with $100 or $200 on a loan. It will not be worth it for 
him to badger a homeowner to refinance in order to get a couple of hun- 
dred dollars extra protection. 

There is a twilight zone where this insurance begins to fade out. As 
it gets under 70 percent the lending institution would probably not 
consider the insurance of great value, and as it gets down to 50 or 60 
percent it would be so immaterial I can’t imagine a lending institution 
trying to get someone to borrow a few more dollars to get into that 
insured sector. If there is some language we could use to phase it out 
better we would be glad to adopt it, because we have no intention of 
forcing people back up again to get that protection. 

Mr. Asuuey. It just seemed to me in view of the fact we are talk- 
ing about what, $23,000 limit on the loan—— 

Mr. Sureuer. Roughly, yes. 

Mr. Asutey. That is going to be the minimum before very long, 
building costs being what they are, we are talking about $12,000, and 
that is considerable. 

Mr. Suipner. That would be the amount of the loan, yes; but the 
insured is only a portion of that. 

Mr. Asutey. I understand. 

_QOne final question. Savings and loan associations have a reputa- 
tion in some areas to appraise high. I wondered what safeguards 
you would have to protect the homeowner or the potential purchaser 
against high appraisals ¢ 
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Mr. Buss. I didn’t know savings and loans had that reputation on 
the outside. I know within the business every manager jokingly 
says the manager down the street makes too high appraisals. I 
don’t think that we have the reputation generally. The Home Loan 
Bank Board testified they had only one complaint in a year, and that 
wasn’t on an appraisal too high. 

I think if we had really made appraisals too high we would have 
had complaints coming into the Congress, or the Federal Home Loan 
Bank Board, or we would have had more foreclosures. The fore- 
closures have been practically nil, and if you make too high 
appraisals you will have foreclosures. 

Mr. Asuiry. Well, in your testimony on page 8, you say the bill 
contains a number of other important features, such as the power 
of the Federal Home Loan Bank Board to suspend or terminate 
any lending institution, and so forth. Now, it is all right to establish 
appraisal procedures, but what is the machinery that would operate 
to keep appraisals within decent limits? 

Mr. Buss. I can tell you what they do right now without any 
guaranteed-loan program. ‘They examine you each year, check the 
loans you have made in the previous year, spot check some of your 
appraisals, and if they have any doubt they are too high they will 
hire an outside appraiser and appraise all of your properties. 

So you have a very good control over them now. I might refer 
you on page 6 to section 7 of 609 (a) of the bill where it states the 

valuation of the property securing loans to be guaranteed hereunder 
which regulations and their subsequent supervision by the Board 
shall seek to assure the initiation and observance of appraisal prac- 
tices designed to safeguard the assets of the corporation against any 
excessive margin of risk, and the *y have 500 examiners to back that up. 

Mr. Asuiey. Would this be a continuing examination / 

Mr. Buss. Yes. They examine you every 12 months, at least once 
within that time. 

Mr. Berrs. Who do you mean “they” ? 

Mr. Buss. Federal Home Loan Bank System, the division of ex- 
aminations. Every regional bank, Mr. Betts, has what they call 
district examiner, and under the district examiner are several ex- 
aminers, these are all civil-service people, and without notice to the 
association they come in and examine you annually not only for 
appraisals, but for everything else. 

Mr. Berrts. I apologize for interrupting you, Mr. Ashley. 

Mr. Asutey. That is all right. 

If this is thrown open, which it seems it will have to be if it is 
to have any success, would these same 500 home-loan inspectors—is 
that what you call them ? 

Mr. Buss. Civil-service examiners. 

Mr. Asniry. They would then undertake to handle it for all lend- 
ing institutions? 

Mr. Buss. I assume they would have to add more examiners, but 
they would be paid for out of the premiums on these loans. I don’t 
presume to speak for the Board, but I assume they would have to add 
other examiners when outside members came in because they have their 
hands full at the present time. 
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Mr. Asuiey. Do you think that this is a problem that is important 
that has to be resolved before legislation can be acted upon ? 

Mr. Buss. I think it is a very important problem, yes, but it is cer- 

tainly easy to resolve. It is in ‘the act. The Board has the authority, 
and they have proven in the past they have done an excellent job 
through their examinations. 

Mr. Asurry. You talk about the past, and we are talking about 
the future, and a new program which will put demands upon them 
that they aren’t used to, and problems are going to be posed. We 
have had that with FHA and VA, and we have found a lot of things 
with respect to inspection under those programs that have indicated 
to us the necessity of having something more than annual inspection 
of those loans, the individual basis on which the loan is being made. 

Mr. Buss. This is a new program, Mr. Ashley, that is correct, but 
it is a new program under an old board, a board that has had a great 
deal of experience under this. They have handled thousands and 
thousands of properties, they have had a great deal of experience in 
appraising properties through their examination division. All they 
would have to do would be to add extra examiners, and carry on as 
they have carried on in the past. It wouldn’t be any particular burden 
on them, they are used to this sort of thing, but besides that examina- 
tion let me say this: 

I know of very few savings and loans that don’t have two officers 
highly qualified as appraisers, and most of them have gone to an ap- 
praisal school, and inspect the property and make the loans. That is 
certainly more than you can say for some other appraisals that I 
know about being made. 

Mr. Asuiry. That is all, Mr. Chairman. 

Mr. Rarns. We are running behind, Mr. Widnall, but we have time 
for one more question. . 

Mr. Wipnatt. Mrs. Sullivan briefly touched on the matter of 
standards. Yesterday Mr. Boris Shishkin of the AFL-CIO testified 
as follows: 

For homes financed under this scheme the builder would have to meet no 
minimum standards of construction or livability. On the contrary, the home 
buyer would have no protection whatsoever against shady construction, nor 
would he have available to him a reliable estimate of the true worth of the 
property. 

Will you please amplify your previous answer to Mrs. Sullivan. 

Mr. Buss. Yes, I was surprised that a man with his ability would 
make such a statement, frankly. I’m afraid that he hasn’t looked into 
the matter of how savings and loans handle their appraisals, how they 
handle their inspection of new construction. 

This program would certainly be a great help to labor. It is going 
to make more work for labor, and it is going to make more housing for 
the members of the labor and housing that is easier to purchase. That 
is a somewhat misleading and untrue statement because, as I stated 
awhile ago, when any savings and loan is loaning their own money 
they are going to be very, very particular that they get it back. The 
only way they can get it back is to see that that house is built soundly 
and is built right, and that they are inspected every week when it is 
on a conventional loan, while construction is going on. They must see 
that the plans and specifications and proper construction are lived 
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up to. When there is an FHA Joan there is no risk, the loan is insured 
from the start, all you have to do is see that the house is completed. 
The FHA makes three inspections. 

I think if the gentleman would come out to Topeka I would be very 
happy to show him the comparison of inspections between savings and 
loans and FHA, and I think he would make a different statement. 

Mr. Wipnatt. I believe what he is addressing himself to is the fact 
that in FHA they have certain standards set up for specifications. 
There is nothing set up under this plan. 

Mr. Buss. W ell, they have a right to set them up under the plan, 
but at the present time certainly any savings and loan that is doing 
any kind of a construction business has plenty of standards set up. 
We have standards much stricter than the FHA standards. 

Mr. Apponizi0o. Would you yield ? 

Mr. Wiwna.L. Yes. 

Mr. Apponizi1o. You wouldn’t object to our making sure that specifi- 
cations and standards are set, would you ? 

Mr. Rains. We say that they have the right to set minimum 
standards. 

Mr. Kine. May I make a suggestion here ? 

Mr. Rarns. Yes. 

Mr. Kine. We are dealing with what I believe this statement shows 
to up to 70 percent of all home financing in some years. I believe 
many members of this committee will rec: all with me that neither FHA 
or VA from time to time or place to place found it possible with only 
20 or 30 percent of volume to muster technical competence to apply 
their prescribed standards—minimum standards—and almost always 
the minimum became the rule that was applied. It would be more 
or less impractical to attempt to put the 70 or 60 percent of new con- 
struction under minimum property standards, and to expect that they 
can properly be supervised. 

I think that you will find that on the staffs of those savings and 
loan associations that are accustomed to make construction loans the 
technical competence by and large is sufficient to assure the fact that 
proper building practices are applied as Mr. Bubb asserts, and I do 
not recall any very considerable incidence of complaints about shoddy 
construction operated under financing covered by members of the 
Federal Home Loan Bank System. 

I think the Board testified yesterday, in fact, that 2 or 3 such com- 
plaints a year would probably mark the volume. 

Mr. Rarns. I wish we had more time, but we don’t. I would just 
say this: This committee, I am sure, is going to give the Board plenty 
of authority to see that you don’t build any shoddy building. You can 
be pretty well certain of that. 

Thank you, gentlemen, for a very lucid and good statement, I appre- 
ciate your coming, and I wish we had more time. 

(The following statements were submitted to the subcommittee :) 


STATEMENT OF FRANK B. YEILDING, PRESIDENT, JEFFERSON FEDERAL SAVINGS & LOAN 
ASSOCIATION OF BIRMINGHAM, ALA., AND GEORGE R. ByruM, Jr., PRESIDENT OF 
THE First FEDERAL SAVINGS & LOAN ASSOCIATION OF BIRMINGHAM, ALA. 


We appreciate this opportunity to submit for the record a brief statement in 
behalf of H. R. 10637. First, we would like to state that the citizens of Alabama 
are extremely proud of the contribution of this Housing Subcommittee to better 
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housing throughout the country and in Alabama. We are particularly proud 
that our distinguished friend, Representative Albert Rains, is chairman of this 
subcommittee, and can testify that his able and tireless work in behalf of better 
housing is deeply appreciated. 

Our presence here today to attend these hearings is indicative of our deep 
interest in the proposed home mortgage guaranty plan. We fully support the 
excellent testimony just given by the United States league’s legislative chair- 
man, Henry A. Bubb. 

We wish to point out that the savings and loan associations of Alabama are 
willing, ready, and anxious to put this plan into effect, so as to bring home- 
ownership within the reach of many additional families, particularly the younger 
people and the families of low or moderate incomes. 

Most of the savings and loan associations in Alabama, particularly in the 
small towns, are fairly small, and have not as a rule made FHA loans. Out- 
side of Birmingham there are only 5 associations in the State who have assets 
exceeding $10 million. I think this program will encourage these associations 
to seek greater amounts of savings and invest these funds profitably in the 
home-mortgage field under this plan. They will be in a position for the first 
time to offer people in smaller towns low downpayment loans. 

We sincerely hope that the subcommittee and the Congress will act favorably 
on this plan. 


STATEMENT OF KENNETH F. NEvu, EXECUTIVE SECRETARY, IOWA SAvINGS & LOAN 
LEAGUE, Des MOINEs, Iowa 

In behalf of the Iowa Savings & Loan League I express appreciation for this 
opportunity to file a statement in behalf of the home mortgage guaranty plan. 
I regret that our distinguished Iowa Congressman on this subcommittee is un- 
able to be present due to an unfortunate accident. I have, however, had the 
pleasure of visiting with him in person to convey the deep interest of the Iowa 
people in this program. 

As Mr. Bubb has stated in his testimony, this plan would be particularly help- 
ful in the areas outside of the huge metropolitan cities. Most of the cities in 
Iowa are relatively small and their citizens rely upon the conventional loan. 
This plan, by reducing the downpayment, would certainly enable many addi- 
tional families to become homeowners and I think it would stimulate home 
building and industry generally in our State. 

I hope the Congress acts favorably upon this proposal. 

Mr. Rains. I would like to ask Mr. Reilly, of the American Bank- 
ers, would it be convenient for you and your associates to come back 
at 2:30¢ I see we will run far past the noon hour, and I thought if 
I could excuse you now, and have you come back then it would save 
some inconvenience. 

Mr. Reitiy..I would be glad to, sir. 

Mr. Rains. We will expect you back at 2:30. We hoped to get 
through this morning, but I see we are going to run over. 

The next witness is the National League of Insured Savings As- 
sociations, Mr. James K. Bent, president of the Hartford Federal 
Savings & Loan Association, accompanied by Mr. Harold Braman. 


STATEMENT OF JAMES E. BENT, CHAIRMAN, LEGISLATION COM- 
MITTEE, NATIONAL LEAGUE OF INSURED SAVINGS ASSOCIA- 
TIONS, ACCOMPANIED BY HAROLD P. BRAMAN, MANAGING 
DIRECTOR 


Mr. Bent. Thank you, Mr. Chairman. 

Mr. Chairman and members of the Subcommittee on Housing, my 
name is James E. Bent. I am president and managing officer of the 
Hartford Federal Savings & Loan Association, Hartford, Conn., and 
chairman of the legislation committee of the National League of 
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Insured Savings Associations, in which capacity I am appearing 
today. 

Needless to say, Mr. Chairman, and members of the committee, I 
am most appreciative of the opportunity to appear before the Sub- 
committee on Housing. Over the years we have felt that this com- 
mittee has always considered and carefully weighed the arguments 
we have presented. 

Before commenting upon some of the specific issues before this 
committee, I want to take just a moment to place in proper perspec tive 
our industry’s role in providing economical financing of American 
homes. 

At the end of last year mortgage debt outstanding on 1- to 4-family 
homes totaled about $107 billion. S: ay ings and loan associations held 
$40 billion of this debt, or about 37 percent. Currently we are fi- 
nancing about 38 percent of sales. 

The object of our business, as stated in the charter of all Federal 
associations, is “to promote thrift by providing a convenient and safe 
method for people to save and invest money and to provide for sound 
and economical financing of homes.” That we have supplied eco- 
nomical home financing may be illustrated by the following data 
showing gross return on mortgages and return paid on savings during 
the period 1943-56: 


[In percent] 


Return on Return on 
mortgages mortgages 
Year eee eel tk OD Year , __| Dividend 
return | return 
Interest | Interest Interest | Interest | 
and fees only | | and fees only | 


| 


2.7 1950... ‘ ‘ 5.4 5.0 | 2.5 
26 1951_... ; 5.2 5.0 |} 2. 5 
2.3 1952... ‘ 5.3 5.0 2.7 
2.2 1953... 5.4 5.0 2.8 
2.3 1954 5.5 5.1 2.8 
2.3 1955 5 e 5.6 . 1 29 
2.4 1956.... - ; 5.5 2 3.0 








Source: Operating Analysis Division, Federal Home Loan Bank Board, Apr. 30, 1958. 


You will note from 1943 to 1944 that the average rate of interest 
and fees has varied only from a top of 5.6 in 1943 which rate still 
prevails today, dropping to a low of 5.1 in 1947 and 1948. Interest 
only varied somewhat differently, fees making up that difference 
because of FHA and VA discounts, whereas, on the other hand, divi- 
dend returns have increased from 2.7 percent in 1943 to an average 
of 3 percent in 1956. We believe these data represent an equitable 
relationship between our borrowing and savings members. 

The difference between the interest received and dividends paid is 
(1) set aside for reserves against losses on a total mortgage portfolio 
composed of 77 percent conventional mortgages; (2) used to pay 
premiums on insurance to the Federal Savings and Loan Insurance 
Corpor ation, and (3) used for operating expenses which, needless to 
say, have increased substantially during the period 1943-56. 

Over the past several years we have felt that there should be a 
place in our system of mortgage credit for an intermediate position 
between self-insurance, on the one hand, represented by the conven- 
tional loan, and, on the other, the social insurance represented by the 
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FHA and VA. Our original approach to this problem was mate- 
rially influenced by the success British building societies—compara- 
ble to our savings and loan associations—have had with mortgage 
guaranties by orivate insurance companies. 

Under the Building Societies Act, a building society is permitted 
to increase the normal loan-to-value ratio if additional security is 
provided in one of several permitted forms. One form of additional 
security permitted by the act is a guaranty given by an insurance 
company whereby if the lender should sustain any loss on the sale of 
property following default by the borrower, the insurance company 
would refund to the lender that part of the loss which is attributable 
to the excess amount advanced. The loan-to-value ratio is 95 percent 
for lower cost homes, and 90 percent for those in a higher category, 
and the premium for a first-class risk is 714 percent of the excess 
loan which cannot exceed 15 percent of the total loan. 

The system has worked well in England. In 1955 our national 
league membership directed that we seek similar arrangements with 
American companies. We found, however, that the insurance com- 
panies either could not, or were not generally interested, in writing 
policies on loans above 80 percent, and we think a 20-percent equity 
by the owner is sufficient insurance of itself. 

As the committee may recall, last year we sought authority for our 
associations to invest in a private service corporation designed pri- 
marily to tap pension funds, but with the thought that the powers 
of the corporation might be later extended to include the furnishing 
of other services to the savings and loan system. Here again we ran 
into difficulties in the form of an inherent conservatism of corporate 
trustees. Generally speaking, they are not particularly interested in 
new forms of private securities. We are, however, continuing our 
work toward creating an interest on the part of corporate trustees in 
bonds or debentures secured by home mortgages. We do believe the 
idea of a private service corporation is a good one; and if the com- 
mittee so desires, its powers could be specifically limited to providing 
mortgage guaranties on conventional loans. 

F rankly, our primary objective is to be able to make higher per- 
centage loans. W hether it is done by regulation or by a group- 
insurance arrangement for spreading the risk is not too important. 
Either plan represents a major step in our objective and the commit- 
tee’s objective of bringing homeownership within the reach of more 
families. Moreover, our ‘lending experience over the past 20 years 
is strong evidence ‘that a 90- -percent loan surrounded by certain 

safeguards is entirely in keeping with prudent mortgage-lending 
practices. 

In the early days of federal savings and loan associations, our term 
and loan-to-value ratio was identical with FHA section 203 loans. 
We could then make an 80-percent loan and that is the maximum we 
can make today. On the other hand, Government-insured mortgages 
have moved up to 97 percent and guaranteed mortgages to 100 percent, 
so that today FHA and VA have what amounts to a complete mo- 
nopoly on so-called low downpayment mortgage loans; but because 
of restrictions built into their underwriting operations, such as in- 
terest-rate controls and other technical standards, both agencies are 
unable to deliver when the housing economy relies on them most. 
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Last year, for example, FHA and VA accounted for 25 percent of 
total home financing, while the great bulk of the financing, 75 per- 
cent, was in the conventional column. 

The conventional home loan, therefore, represents the one last re- 
maining area where credit terms can be safely relaxed to the benefit 
of the family man purchasing a home, and to the economy which 
requires a large volume of new housing each year as a cornerstone of 
prosperity. There is no sound reason why the FHA-VA monopoly 
on home loans exceeding 80 percent should not be broken and savings 
and loan associations given an opportunity to meet the demand for 
low dowpayment mortgage loans under the conventional system. 

An easing of mortgage terms on conventional loans written by sav- 
ings and loan associations would constitute the most important step 
in the field of home financing since Congress created the existing 
Federal housing and home finance systems a quarter century ago. It 
would also expand home buying substantially in the years to come 
by enabling the purchase of perh: ups an additional 100,000 dwellings 
a year. 

As institutions chartered and supervised by the Federal Govern- 
ment, we must look to Congress for authority to pool private assets 
to insure private mortgages. That does not mean that any Federal 
funds should be involved. Moreover, there is no legal or moral obli- 
gation on the part of the United States Government. We do not 
look upon this program as Government insurance, or, for that matter, 
Government assistance. 

What we need in this particular case is strictly enabling legislation. 

One of the remarkable features in the postwar pattern of housing 
starts has been the stability of conventionally financed housing. One 
reason for this stability in conventional financing is its ability to 
change to market conditions. Interest rate or other controls on loans 
under this program would magnify the recurring difficulties experi- 
enced in the Government mortgage sector; we ‘would oppose such 
controls. 

Under section 5 (c) of the Home Owners Loan Act, the investment 
powers of Federal savings and loan associations are limited primarily 
to first liens upon homes or combination of homes and business prop- 
erty. In addition, these associations may make loans on the security 
of first mortgages on other improved real estate not exceeding 20 
percent of assets; in Government bonds and bonds of the Federal 
home-loan banks and Federal National Mortgage Association. 

All other financial institutions including State-chartered savings 
and loan associations are given much broader powers to diversify 
their investments. For example, in at least 14 States, State-chartered 
associations may make equity investments in housing; 37 States 
authorize investments in State obligations; and approximately half 
the States authorize the purchase of bonds issued by municipalities 
and other political subdivisions. In most cases the authority to make 
these investments is limited to a percentage of assets or left to the 
discretion of State supervisory authorities. 

We recommend that this committee consider authorizing similar 
powers for federally chartered associations. Diversification is, of 
course, important to investment institutions. But even more im- 
portant from the standpoint of housing is the need to bring more 
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private capital into the development of community facilities. We 
are falling further and further behind in producing schools, streets, 
water, and other facilities that are a necessary part of housing expan- 
sion. As holders of 37 percent of the home-mortgage debt we have 
a vital interest in community development. We want to be of assist- 
ance. 

Our cities and towns, in a large part, must finance these needed 
facilities by borrowing’ in the sapital markets where the lenders’ 
interest is limited to soundness and yield on the investment. These 
fac tors are, of course, important to any finance ial intermediary invest- 
ing the savings of individuals. In addition, our associations have a 
stake in these communities. 

As a pilot program we would like to see the Board given authority 
to permit Federal associations to make limited investments in bonds 
issued to finance community facilities in the area where the associa- 
tion is located. 

Under our statutes we cannot make equity investments in housing 
or make any loans on the security of unimproved property. Yet one 
of the biggest problems in housing today is finding adequate capital 
to purchase and develop sites for home building. The problem grows 
more acute as we move out from the larger metropolitan areas. 

Our associations could do much to alleviate this problem if we 
were permitted to make limited equity investments in land for devel- 
opment and sale. We should also be permitted to make loans on the 
security of unimproved property that is to be developed for home 
sites. 

The removal of the $10,000 ceiling on savings-account insurance 
would, in our judgment, produce a subst intial increase in funds 
available for home financing with only a negligible change in the 
contingent liability of the Federal Savings and Loan Insurance Cor- 
poration. About 97 percent of all accounts in insured savings and 
loan associations are covered by insurance. Removal of the limit 
would, therefore, increase the contingent liability of the insurance 
corpor ition by only 3 percent. 

The present ceiling presents no problem to the great majority of 
our members. It is an impediment to the large investors such as the 
pension fund trustees. We cannot effectively compete yieldwise for 
these funds. Our main inducement is insurance, but the large in- 
vestor is not particularly interested in a $10,000 investment. Conse- 
quently, the insurance ceiling is a block to an indirect investment of 
funds in mortgages through savings accounts. 

We are assuming that this committee would have jurisdiction 
through these hearings to consider a recommendation for removal of 
the limitation. In any event, we believe such an amendment would 
increase by one-half billion dollars annually the amount of money 
available from our institutions for financing homes. 

We question the wisdom of increasing the maximum mortgage 
amounts under section 203 housing to $30,000 for a single family 
dwelling. Despite the postwar inflation in housing the $30,000 home 
is still in the luxury class and we are opposed to extending the bene- 
fits of the FHA insurance program to those who can afford this type 
of housing. 

Thank you very much. 
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Mr. Rarns. Mr. Bent, you touch on a great many very interesting 

matters in your brief statement. 

First of all, I am interested very much in your statement as to 
what you think you would like to do in connection with community 
facilities. This committee is interested in community facilities. We 
presently have a bill pending before the Rules Committee in the Con- 

ress that would provide long-term loans because we have been out 
in the field and have seen the desperate need both for housing and 
for community facilities. 

Now, I would like to know how you proposed to aid in community 
facilities. Who would you like to make loans to for community 
facilities ? 

Mr. Bent. Primarily there are two things we would like to do. 
One is by a change in our investment powers the Board could give 
us authority to invest in bonds or debentures in a community where 
they would be used for the installation of sewers, water, that sort of 
thing. 

Mr. Rarns. Are you talking of municipals now, when you say that? 

Mr. Bent. Yes, or water districts, and investments on a community 
basis. 

Mr. Rats. I ask a question for information. Do commercial 
banks have that authority now? They do, don’t they? 

Mr. Bent. They do, yes, and so do many State-chartered savings 
and loan associations. Federals do not. 

Mr. Rats. I think that is a good point. 

Mr. Bent. We think it would be helpful if that were changed. 

Mr. Rarns. Of course you would expect there would have to be 
some limit on the extent to which you could so invest in municipals / 

Mr. Benr. Yes, and there might have to be a list of securities that 
would be qualified. 

Secondly, and possibly of even greater importance, is the necessity 
of permitting savings and loan associations to make loans, equity 
loans, on unimproved property. 

Mr. Rarns. You realize, of course, that we have had that up before 
this committee a good many times. 

Mr. Bent. That is true. 

Mr. Rarns. In fact, we put it in a bill and up to now we have run 
into difficulty with that provision. I don’t think he would object if 
I said the gentleman from Kentucky who is the chairman of this com- 
mittee has never been convinced. I don’t see anything wrong with 
it up to a limited amount. In fact, I can see some good. I think it 
has some good advantages and it never hurts to promote something 
that you think is good. 

Now, the $10,000 ceiling. You just say remove it. Of course I am 
sure the C ‘ongress would put some limitation on it and would not just 
remove it entirely. If you do it on this particular insurance account, 
you will have to do it on ‘the FDIC. 

Mr. Bent. That is probably why you would have to have a limit. 

Mr. Rarns. I doubt very much that it would be within the jurisdic- 
tion of this committee to do something about it, but I really think that 
would take a special bill, and the two would be wrapped together. 
That would be my suggestion. 
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What would you think of either a fifteen or twenty thousand dollar 
ceiling ? 

Mr. Bent. Well, the higher the better, mainly, of course, our prob- 
lem doesn’t involve the normal saver in our institution, the $10,000 
is quite adequate. 

This committee, and the members of this committee, have been very 
interested in having funds such as trustee funds, pension funds, 
moving through our institutions, but we run into great difficulty in 
attracting this because they do not want to spread a million or 2 
or 3 million dollars, or multiples of millions, into $10,000 units. 

Mr. Rats. If they put it in a bank they are in the same situation. 

Mr. Benr. That is true. 

Mr. Rains. Or if they put it in anyplace else except in a savings 
and loan association, or a bank, they have no insurance whatsoever. 

Mr. Bent. Well, they are using us as an investment medium in 
mortgages indirectly, and they haven’t had that opportunity in other 
types of investments. 

Mr. Rarns. Mr. Ashley. 

Mr. AsuLry. On page 2 of your statement, I was interested in your 
return on mortgages, dividend return, and so forth. What would be 
the average price or the average amount of your loan, let us say 
in 1943, as against 1956, could you tell me that, Mr. Bent ? ; 

Mr. Bent. I don’t think I recall it specifically, but I think right 
now it is in the neighborhood between $6,600 and $7,200. I think 
back in 1943 it would be nearer to $5,000, that would be an educated 
guess. That is the average loan you are speaking of, that is not the 
average loan proposed. 

Mr. Asuxey. In other words, it has only gone up $1,600 in 13 years. 
Mr. Bent. Somebody here a moment ago spoke of the Federal home- 
loan bank chart which came out, and I was looking at it the day before 

yesterday, and I think that is true. 

Mr. Asutry. That seems a little hard to reconcile in view of the 
fact that home construction has more than doubled, the price of homes 
isa hundred percent greater. 

Mr. Bent. Well, in the savings and loan field, and this was brought 
up in previous testimony, and I would like to subscribe to it, too, the 
conventional loan is a much more conservative loan than the FHA 
or the VA loan. It is a higher quality. The construction standards 
are higher, and there are usually lower balances. 

Mr. Asuiery. But there was one conventional in 1948, too, as far 
as that is concerned. 

Mr. Bent. Yes, and the average loan was lower. 

Mr. Asutey. Yes, it is the relationship of these figures that sur- 
prises me, $5,000 in 1943 according to what you say, as against $6,600 
in 1956. That is all Ihave, Mr. Chairman. 

Mr. Rarns. Mr. Widnall. 

Mr. Bent. By the way, the insured loans in 1957, I have a figure 
here, was $9,500, but I was giving you what I believ ed to be the aver- 
age joan of an insured savings association, which is what you were 
asking, I believe. 

Mr. Ratns. Mr. Widnall. 

Mr. Wipnatw. Mr. Bent, I am pleased to see you here before the 
committee today. 
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Mr. Bent. Thank you, sir. It is nice to see you. 

Mr. Wiwnat. You have suggested in here that the Board be given 
authority to permit Federal associations to make limited investments 
in bonds issued to finance community facilities. Would the return 
on those investments be attractive to savings and loan associations? 

Mr. Bent. Not especially so. It is more of an accommodation and 
in order to accomplish a job that we think has to be done. On the 
other hand, I don’t want to exclude that entirely. I think that under 
certain circumstances the income from municipals may be attractive, 
depending on the mortgage market at the time. 

Mr. Wipnatu. Are any of the State associations in New England 
doing that at the present time ? 

Mr. Bent. Well, I have to be perfectly honest about it. I think 
most of them are permitted to do so, but I think few of them do. I 
think primarily the reason for that is that most of the institutions who 

can do that are State institutions, and we do not have very many large 
State institutions in New England. 

Mr. Wiwnatu. Well, where they have that additional type of au- 
thority, what type of investment are they normally making ? 

Mr. Bent. Do you mean this other type of investment 4 

Mr. Wwwna tt. Yes. 

Mr. Bent. Well, the institutions that I know of personally have 
purchased bonds that have been authorized, and a few stock issues 
preferred-stock issues have been authorized by the banking depart- 
ments of the various States. 

Mr. Wipnatt. Do you think that that in any way tends to get a 
building and loan association out of the building and loan business, 
when they have that extra authority ¢ 

Mr. Benr. It hasn’t in New England at all. As a matter of fact, 
even though they have the facilities and the permissibility to do this, 
they have not t: aken advantage of it. They have stayed primar ily, and 
their percentage of loans, to assets of all State associations is fully as 
high as they are for Federals, even though the Federals are not per- 
mitted, so it hasn’t been abused. 

They have stayed in the home-construction field, but I am concerned 
we there will be a need which Federals, particularly the large ones, 

‘van make a contribution to the communities by purchasing substantial 
chesditien of these securities and making sewer facilities, for example, 
available, where homes are needed, and schools. 

Mr. Wipnat. Are you aware of complaints of shoddy construction 
in the area you cover ? 

Mr. Bent. Yes. 

Mr. Wipnatu. Under the conventional-loan program ? 

Mr. Bent. It is a rare occasion when we find shoddy construction 
under conventional lending. Practically all of the criticism comes 
under FHA and VA programs, and that is because most. builders use 
as a maximum the minimum standards, and in our institution we 
just won’t permit that for conventional lending. 

Mr. Wipnatt. Is your belief the same as Mr. Bubb’s, that if you 
obtained this new program that you would maintain the same system 
of inspection that you do at the pr esent time ? 

Mr. Bent. I am glad you asked that, Mr. Widnall, because I firmly 


believe if you authorized a program such as this insurance program 
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that you would find an upgrading of the standards, and it would 
orobably be of benefit to the FHA because the standards insisted upon 
tow savings and loan associations in their conservative attitude are far 
better than the minimum standards agreed to by the FHA and VA. 

Mr. Wipnau. Thank you. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. I have just one question, Mr. Bent. I notice in your 
last paragraph on page 4 you say— 

Our experience over the past 20 years is strong evidence that a 90-percent loan 
surrounded by certain safeguards. 

Would you be kind enough to indicate specifically what you have in 
mind ¢ 

Mr. Bent. Well, we have found in my own institution, and all in- 
stitutions that I know of, personally, we have found that the percent- 
age of loan to value has had little to do with the risk involved. If 
they are properly underwritten the losses have been minor in both 
cases. 

We have practically had no foreclosures that I know of under the 
conventional program, but they have been minor under the VA and 
the FHA program, too. So, actus uly, that is the reason for stressing 
that, that the risk involved in increasing the percentage is not gre: it, 
it is the underwriting that counts. 

Mr. Barrett. That is all. 

Mr. Rarns. One last question, and I want to get into specifics here. 

It is easy to see, Mr. Bent, from your statement, that you are in 
favor of the principle of loans by your association up to 90 percent 
instead of the present 80. Since we are down to the proposition of 
trying to write some specific legislation, with the changes proposed 
which you have heard disc vussed, do you not favor the home loan 
guaranty program, do you think it should be enacted 4 

Mr. Bent. I certainly do. 

Mr. Ratns. Mrs. Sullivan. 

Mrs. Sutiivan. No questions. 

Mr. Rains. We are glad to have you. Weare sorry we are running 
late, gentlemen, but we appreciate your statement. Two or three of 
the items you have mentioned are most important, but in my judgment 
will have to be deferred, although I think they are very good. 

Thank you very much, Mr. Bent. 

Mr. Bent. Thank you, sir. 

Mr. Rats. We will resume at 2:30 for the American Bankers 
Association. 

(Whereupon, at 12:10 p. m., a recess was taken until 2:30 p. 
of the same day.) 

AFTERNOON SESSION 


Mr. Rarns. The committee will be in order. 

Our witness for this afternoon is Mr. John A. Reilly, of the Amer- 
ican Bankers Association. 

Come around, Mr. Reilly. 

Will you gentlemen have a seat. 
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STATEMENT OF JOHN A. REILLY, ON BEHALF OF THE AMERICAN 
BANKERS ASSOCIATION, ACCOMPANIED BY JERRY 0. BROTT AND 
THOMAS L. NIMS, SECRETARY OF THE SAVINGS AND LOAN 
DIVISION 


Mr. Remy. I would like to present Mr. Jerry O. Brott, general 
counsel, and Thomas L. Nims, secretary, of the savings and loan divi- 
sion of the American Bankers Association. 

Mr. Rarns. You may proceed, Mr. Reilly. 

Mr. Remy. Thank you, Mr. Chairman, and members of the com- 
mittee. 

My name is John A. Reilly. Iam president of the Second National 
Bank of Washington, D. C., and chairman of the subcommittee on 
housing and mortgage financing of the committee on Federal legis- 
lation of the American Bankers Association. 

I welcome this opportunity of appearing before your committee and 
presenting the views of the American B: iunkers Association. 

The commercial banks and savings banks are a major source of 
home mortgage credit in this country. As of December 31, 1957, 
these banks had $36 billion invested in residential mortgage loans, of 
which total, commercial banks held in excess of $17 billion and mutual 
savings banks held slightly over $19 billion. 

As of that date, the combined residential mortgage holdings of these 
banks represented 28.1 percent of the total outstanding mortgage debt 
on 1- to 4-family nonfarm homes. 

On that date, savings and loan associations held 35.5 percent of such 
debt, life-insurance companies 20 percent, and the balance was divided 
among individuals and dthers. 

I shall direct my remarks principally to H. R. 10637, the proposed 
Home Loan Guarantee Corporation Act, and H. R. 11173, the pro- 
posed Housing Act of 1958, two of the bills which are now before this 
committee, and S. 4035, which is now before the Senate. 


HOME LOAN GUARANTEE CORPORATION 


The proposed Home Loan Guarantee Corporation Act, H. R. 10637, 
would establish a new home mortgage guaranty program. A new 
Government agency, to be known as the Home Loan Guarantee Cor- 
poration, would be created for the purpose of carrying out this 
program. 

This Corporation would be operated, supervised, and regulated 
by the Federal Home Loan Bank Board. Initial capital in the amount 
of $50 million would be supplied by the Federal home-loan banks. 

The Corporation also would be authorized to sell its capital stock 
to approved mortgages, as defined in the act, provided they buy and 
maintain such stock ‘ownership i in an amount equal to one-seventh of 
1 percent of the mortgages owned or serviced by them. 

The Corporation, subject to the terms and conditions specified in 
the act and under rules and regulations prescribed by the Federal 
Home Loan Bank Board, would be authorized to guarantee home 
mortgages for members of Federal home-loan banks or for approved 
mortgagees. 
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“Approved mortgagees” are defined as a mortgagee to which the 
Corporation has issued its certificate of approval, which is a bank, 
savings and loan association, or similar institution, or an insurance 
company or certain other organizations engaged in the home mortgage 
business. 

It is not clear from the language of the bill, whether an approved 
mortgagee, other than a member of a Federal home loan bank, must 
yurchase stock in the Cor poration in the required amount in order to 
* eligible to have its mortgages guaranteed. 

I would like to s say at this point, Mr. C hairman, and members of the 
committee, that my remarks are based upon the bills that were intro- 
duced at the time this statement was prepared. 

Mr. Rarns. In other words, on the original proposal ? 

Mr. Reitiy. Correct. 

Mr. Rains. Very well. 

Mr. Reitiy. The purposes which it has been indicated this proposed 
guaranty program 1s intended to serve are— 

(1) To make mortgage financing available to more people 
through lower dow npayments, and 
(2) To discourage or prevent second-mortgage financing. 

To accomplish these purposes it is proposed that mortgage loans 
with a loan-to-value ratio of 90 percent, or as high as 97 percent, 
if in a certain price den and which otherwise would be considered 
a conventional loan, would be eligible for a guaranty of 90 percent 
of the top 20 percent of such loan. 

We maintain that the FHA mortgage-insurance program already 
serves the purposes that this new insurance proposal is designed to 
serve. It appears to us that a major feature of the new proposal is 
that it would enable eligible mortgage lenders to obtain the guaranty, 
without having the mortgage subject to a fixed interest rate. 

It seems hardly consistent, however, to provide one home mortgage 
guaranty program with a free interest rate even though the guaranty 
is of a percentage of the loan rather than the full loan, when all other 
Government insured or guaranteed loans must bear a fixed interest 
rate. 

We have on a number of occasions called attention to the advantages 
of a free interest rate on FHA insured and VA guaranteed mortgages. 
Freeing the interest rate would assure a sufficient flow of private funds 
for mortgage purposes consistent with the demand for housing. It 
would be a forward step in eliminating discount prices for mortgages. 

We believe this would be a better approach than to establish a new 
insurance program which is inleial specially for one group of 
mortgage lenders. 

Furthermore, the creation of the new Home Loan Guarantee Cor- 
poration, as proposed in H. R. 10637, would cause unnecessary dupli- 
cation of mortgage insurance functions and procedures. 

If a new program of mortgage insurance or guaranty is to be 
established, it should be within the framework and as a part of the 
Federal Housing Administration’s insurance eas ams. 

While we are confident that the Federal Home Loan Bank Board 
would conscientiously try to operate the Corporation and exercise its 
regulatory authority to the best of its : ability in the interest of provid- 
ing a sound insurance program, it would have to acquire the knowl- 
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edge and experience, and develop the policies and procedures which the 
FHA already has acquired and developed during its existence of 
almost 25 years. 

If Congress sees fit to enact such a mortgage insurance program 
as is contemplated i in this bill, it could be administered by the FHA, 
we believe, with greater efficiency and less cost. 

As pointed out earlier in this statement, it is not clear whether banks 
or other approved mortgagees, which are not members of a Federal 
home-loan bank, would be eligible to have mortgages guaranteed by the 
Corporation unless they acquired and held the requisite amount of 
stock in the Corporation. 

If such stock acquisition is a condition precedent to eligibility for 
the guaranty, the effect would be to discriminate against banks and 
such of the other classes of approved mortgagees as are prohibited from 
investing in stock by the laws under which they operate. 

Under existing law, all national and most State-chartered banks are 
generally prohibited from purchasing stock in corporations. 

Furthermore, banks generally are subject to statutory limitations 
on loan-to-value ratios for mortgage loans made by them, which are 
lower than 90 percent, the present statutory limitation being generally 
6634. 

Therefore, unless existing National and State banking laws were 
amended, neither National banks nor State banks, if otherwise eligible, 
could participate in the proposed insurance program. 

If, on the other hand, Congress should see fit to enact such an insur- 
ance program as is contemplated in this bill, as an FHA insurance 
program by amending title II of the National Housing Act, it would 
then be available to banks, as the Federal and State banking laws, 
generally, permit the making of FHA-insured loans without being 
subject to the loan-to-value ratios otherwise applicable to mortgage 
loans. 

Even if banks were eligible for the mortgage guaranty without as- 
quiring stock in the Corporation and the banking laws permitted the 
higher loan-to-value ratios, there is stil another provision of the bill 
which would be a barrier to their participation in the program. 

Under section 18, as approved mortgagees, banks would be required 
to make their books and records available to the Corporation for exam- 
ination and to permit such examination. 

Banks are frequently and thoroughly examined by Federal and State 
bank supervisory agencies and they have been pr otected from the exer- 
cise of vistorial powers by other governmental agencies. 

The inclusion of this provision in the bill would be an effective bar, 
as banks would be unwilling to become approved mortgagees if they 
had to submit to examinations by the Corporation. 

In view of the foregoing considerations, we believe that further 
study should be made to determine if there is need for a new mort- 
gage- insurance program, or whether some alternative program would 
be more effective. 

We believe that anything that would encourage the use of existing 
FHA insurance programs by all eligible mortgage lenders would 
better meet the objectives sought. 

We have already suggested one way of accomplishing this by a free 
interest rate on FH A-insured loans. Another means of encouraging 





HOUSING ACT OF 1958 219 


the use of FHA-insured mortgages is to reduce processing time. The 
FHA is already approaching this problem through the CAP pro- 
gram. 

LIBERAL MORTGAGE LOAN TERMS 


Over the years, the association has repeatedly pointed to the dan- 
gers of too liberal mortgage terms. The liberalization of terms of 
FHA-insured mortgages “during the postwar years had an inflation- 
ary impact on the housing economy. A further liberalization, even 
if intended as a present stimulant to housing construction, would 
tend to have long-range inflationary effects. 

While, gener ally, neither H. R: 11173 nor S. 4035 make material 
increases in loan-to-value ratios and maturities, they do increase 
maximum loan limits for most of the FHA mortgage-insurance pro- 
grams. 

By making larger loans eligible for FHA insurance, through in- 
creased loan ‘limits, funds may be diverted to such loans which would 
otherwise go into the financing of lower cost homes. 

It is our understanding that the objective of the FHA program, 
particularly in recent years, has been, so far as practicable, to chan- 
nel funds into the financing of lower cost homes, and it would seem 
that increased loan limits would tend to defeat this objective. 


HOUSING FOR ELDERLY PEOPLE 


We recognize the need for housing accommodations of a special 
type for the elderly, and believe the FHA mortgage-insurance pro- 
gram for financing of rental housing for this purpose is sound. 

The changes made by section 103 of H. R. 11173 are reasonable 
and sufficient to provide a workable financing arrangement. 

In our opinion, the mortgagor-sponsor should be a nonprofit or- 
ganization, as provided in H. R. 11173. The minimizes the danger 
of speculative interests taking advantage of the program. 

For this reason, we do not favor the inclusion of mortgagors which 
we Sg nonprofit organizations, as provided in S. 4035. 

, however, Congress should decide to make such mortgagors eli- 
gible, the Commissioner should be required to regulate or restrict 
rents or sales, charges, capital structure, rate of return, and methods 
of operation, and not leave such regulation or restriction discretion- 
ary with the Commissioner. 


URBAN RENEWAL 


Substantial need exists for community improvement and better- 
ment. Slum-clearance and urban-renewal programs improve com- 
munity living conditions through the reconstruction or elimination 
of blighted areas. 

These community betterment programs are beyond the financial 
resources of local governments, and the complex problems involved in 
carrying them out require cooperation of the local government. the 
Federal Government, and of private industry and private financial 
institutions. 

Though such financing may be beyond the resources of local gov- 
ernments, the extent of the Federal Government’s financial assistance 
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to such programs must be determined in the light of overall fiscal 
policy and the effect on the general economy. 

We believe that the capital-g grant authorizations in section 302 (b) 
of H. R. 11173 are adequate, ‘and that the larger grants in S. 4035 
should not be authorized. 

Since these programs are essentially local in character and pro- 
vide both direct and indirect benefits to the communities in which 
they are undertaken, through improved housing conditions and an 
increased tax base, it would be appropriate to ‘provide an eventual 

matching of the Federal contributions by the local governments. 

The gr radual reduction 1 in the percentage of project costs covered by 
Federal grants from 6624 to 50 percent over a 3-year period, as pro- 
vided in section 302 (a) a H. R. 11173, would accomplish this. 


PAR PURCHASE OF FHA AND VA MORTGAGES BY FNMA 


We think that the authority given FNMA under the Emergency 
Housing Act of 1958 to purchase FHA-insured and VA- guaranteed 
mortgages as a part of its special-assistance programs substantially 
nullifiies its secondary-market function, which was to provide sup- 
plementary assistance to the private mortgage market. 

This provision has the effect of creating in FNMA a direct market 
for originators of FHA and VA mortgages at par, without regard 
to the current market price prevailing in the private secondary 
market. 

We are opposed to section 701 (b) of S. 4035, which would extend 
for an additional year the requirement as FNMA purchases of 
mortgages under its special-assistance programs shall be at par. 

Mr. Rarns. Thank you, Mr. Reilly. On page 2, the last paragraph, 
you mention that, in’ certain price classes, the loans range as high 
as 97 percent. I simply say to you if that is in there it is a mistake 
and you can wipe it out. 

Mr. Reitry. It is not clear, and we thought we should invite it to 
the committee’s attention. 

Mr. Rarns. It is not intended to be there, and, if it is in there, it 
should be eliminated because 90 percent is as high as it is supposed 
to go. I haven’t checked it, myself, but that isn’t what it was 
intended to be. 

Mr. Remy. It may be an error. 

Mr. Rarns. You set out two statements as, apparently, the back 
ground or basis for the proposed loan-guaranty program which, gen- 
erally, I would say, cover the main reasoning back of it. 

First, to make mortgage financing available to more people through 
lower downpayments and, second, to discourage or prevent sec ond- 
mortgage financing. Both of those goals, I am quite sure we all 
would agree, are good and ought to be attained if we can. Now, as I 
understand this proposed program, Mr. Reilly, it wouldn’t be a fed- 
erally insured program, so the charges you make that it is a Federal 
program, if I understand it, are incorrect. It is a conventional loan 
program instead without any Government guaranty of any type. 
Either I miss the point in the program or else ] part of your testimony 
is not really pertinent to the issue. 

Mr. Retiiy. Well, I think in the original stages it is probably free 
enterprise without any Government support. 
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However, it must be remembered that these savings and loan asso- 
ciations have their share accounts insured up to $10,000 and if by any 
chance we should have a serious depression and that 20 percent 1s 
not there, it falls back on them, and then that insurance program 
comes into play, so I think you have to take the whole picture into 
consideration. 

Mr. Rains. Of course, it is an insurance program in which they 
share the general risk and the risk which they assume, as I understand 
it, is 10 percent; that is the coinsurance percentage. Now, if the risk 
that you have in a 10-percent loan—I am thinking of the sharehold- 
ers, too, because I am in a way more concerned about them than any- 
body else, it is their savings we are talking about, if the risk of a 10- 
percent exposure—and we will just take a figure of a $10,000 house— 
and you have got a 90-percent loan on a $10, 000 house, and the risk 
of that is only 10 percent, you would have to agree that is not really 
a great risk, is it? 

Mr. Remy. Y es, I think it could be a much greater risk than that. 

Mr. Rains. How is that? 

Mr. Rettiy. Because your property might be a 50-percent loss or 
a 60-percent loss and you only insure the top 20 percent and the bal- 
ance of that loss would fall on the association. I have seen houses in 
the District of Columbia during the depression sell for 50 percent 
of their original value. 

Mr. Rarns. That is true. Today you can make 80-percent loans, 
and you are not asking to repeal that, and they have no insurance 
whatsoever. They can take that last loss you are talking about now 
without any insurance whatsoever. Isn’t that a fact? 

Mr. Remy. I don’t think I understand. 

Mr. Rats. In other words they don’t have the loan guaranty plan 
as of today and the increase of the amount of 10 percent would not 
add much to the loss which they now can take under the 80 percent; 
isn’t that correct ? 

Mr. Remy. You mean they can make 80-percent loans now ¢ 

Mr. Rats. Yes. 

Mr. Remy. Yes, that would be correct. I don’t know whether 
many of them make 80-percent loans though. 

Mr. Rarns. Then do you think many ‘of them would make 90- -per- 
cent loans? That isa good question. 

Mr. Reiiiy. I think sometimes that a 20-percent guaranty might 
guarantee a higher loan, 

Mr. Rats. The thing that has always been my complaint against 
savings and loans, and the banks, too, Mr. Reilly, is that neither of you 
make large enough loans. Both of you are a little too conservative 
from the house- financing viewpoint, yet I guess it is good banking and 
good savings and loan business, but I have never seen either a savings 
and loan association or a bank that went what I thought was too high 
ontheloan value. Isn’t that the general rule? 

Mr. Remy. I would think we would probably be on the conservative 
side but on the other hand we are charged with a very heavy responsi- 
bility in protecting the savings of our “people and the share accounts. 

Mr. Rars. I am aware of that. I am not ur ging you to go beyond 
the point of safety with what the people have invested or deposited in 
your banks or savings and loan associations, but at the same time, 
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there is apparently not too great a risk involved when the Federal 
Government, under the FHA | program, can insure for 100 percent and 
then take less than 2-percent losses over a 25-year period. 

That is pretty good. 

Mr. Remy. It has never had the test of a depression, Mr. Chairman. 

Mr. Rarns. Mr. Mason referred to a study which indicated that 
FHA reserves were more ya adequate to take us through a depres- 
sion of the depths of the 193 

Mr. Reitiy. I haven’t seen ths figures, but I don’t think since the 
FHA was organized 25 years ago that they ever had a real depression 
in real-estate values, and until you have that experience you can’t 
really say. 

Mr. Rarns. We are thinking of a lot of young people, families who 

can’t did up that 30-percent downpayment. This committee over the 
years at the same time we have wanted to be cautious with the savings 
of the people, we have also wanted to get as much of the savings of the 
people invested in homes for the people as we possibly can with a 
degree of safety, since there is a great zap between the ability of the 
average young American family to pay at the present high housing 
cost, and the downpayment required with the loan that is usually 
offered on that house. 

Mr. Remuy. On an FHA you only pay 3 percent up to $13,500. 
That is a very nominal downpayment. 

Mr. Rarns. That may sound very nominal. In the first place, it is 
difficult to get any financing to do it. Your bank won’t do it and 
neither will the savings and loan make a hundred-percent loan with 
a $350 downpayment, so there is where you are cut off, and it is those 
people that we are thinking about too in this legislation. 

Mr. Remy. I think when you put them into debt too heavily you 
sometimes can do them more harm than good even though you give 
them temporary housing. 

Mr. Ratns. I used to worry about that, and I would worry about it 
if it were myself, I admit, but when I have looked at the repayment 
records I have ceased to worry about it. The VA, and I can’t imagine 
any group of people who had less to begin with than they did when 
they came back, and yet when I look at their payoff rate ‘and realize 
it is as good or better than the FHA or conventional loan experience, 
I cannot get too much concerned with low dow npayment financing. 

Mr. Remy. If they stay employed. 

Mr. Rarns. Well, I don’t think a 90-percent loan is too high a figure 
if it is carried forward properly otherwise. Now, I think there is 
something to your contention, Mr. Reilly, that this should not be 
discriminatory. I also recognize the fact that there is no compari- 
son between a bank and a savings and loan association. Being in a 
tiny little banking business myse If with my family I know for a fact 
they have more ways of ane money than a savings and loan asso- 
ciation has. Therefore, I don’t think you can prescribe for an asso- 
ciation given only 1 opportunity and 1 ‘duty, that of lending on home 
financing, the very same straitjacket that you can apply to the banks 
because they have other avenues of investment. Am I right or wrong 
in that assumption ? 

Mr. Remy. Well, I would think that they should be equal as far 
as mortgage lending is concerned. I think that as to the money that 
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the banks may make, there are no fortunes being made in banks today 
as I think the figures will reveal. I think, though, it is the fact that 
we make money through other sources. W e also have other types of 
savings, not savings so much, as checking accounts and things like 
that, ‘but we think, nevertheless, that they should be equally treated 
as far as mortgages are concerned. You shouldn’t give the savings 
and Joan associations a free rate and prohibit the banks from coming 
in on it and making them stick to the fixed rates in FHA financing. 
That is our objection to it. 

Mr. Rarns. I agree with that, even though I could go a little beyond 
that and disagree with some parts of it, but I agree with the fact 
that you ought tocome in. So if I have anything to do with writing 
this bill, I am going to give you the opportunity to come in under it. 
Then if you do have that opportunity to come in under it will you 
still beopposed to it ? 

Mr. Retry. Well, we think that the affairs of mortgage financing 
should be under the supervision of FHA because of its experience, 
because of the standards they have set. Now, there has been a lot of 
criticism about the processing and the time it takes and the difficulty 
to get loans. 

We see no reason for another governmental agency getting into the 
mortgage field in this way. We think the FHA has had the experi- 
ence, it has the bugs out of their own operation and we think they 
are in a better position to do it more economically, Mr. Chairman. 
We think if the program is sound and the Congress wants to pass 
it, they ought to transfer that responsibility to the FHA. The 
ABA has always taken the position and we still take it, that the 
FHA ought to be an independent, autonomous body dealing with 
mortgages. We don’t think that the FHA should be tied up with 
HHIFA. For instance, we think it is a different field entirely. It is 
an insurance program and we think they have got the know-how and 
they have got the experience and that they could do a better job. 

Mr. Rarys. Remember, I have high regard for FHA, too. In fact, 
I think it has done an excellent job and I think it can do better when 
they cut a little more redtape out of their operations. 

Mr. Remy. [ agree. 

Mr. Rarns. But at the same time I can’t help but remember from 
the figures you have given me that the other organization—which you 
say hasn’t had as much experience—is doing 37 percent of the mort- 
gage financing in the United States. 

Mr. Remy. I think that is a compliment because most of it is con- 
ventional lending; it is free enterprise. 

Mr. Ratns. But it comes under the Home Loan Bank Board. All 
of the activities of that segment of the home financing comes under 
the Home Loan Bank Board so I have the feeling that they are also 
quite experienced in the home lending field; don’t you think so? 

Mr. Remy. Well, they haven’t been guaranteeing the loans in any 
way, shape, or form. They have been buying FHA’s, they have been 
making GI loans, and they have been making convent ional loans. 

Mr. Rarns. It is true they haven’t been writing insurance but at the 
same time they have been operating an insurance corporation, and in 
earlier years they handled the HOLC. They did a very successful 
job in handling the properties through that. 
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Mr. Reuty. I heartily agree with that statement. 

Mr. Ratns. I believe either one of them could do it, I have no choice 
between the agencies as far as I am concerned, I feel kindly toward 
both of them. 

Mr. Remy. We think that 25 years’ experience has some value. 

Mr. Rains. Let’s talk a little more about some of the other housing 
features that you mention in the bill. This housing for the elderly, 
you know the trouble of getting housing for the elder ly, Mr. Reilly, is 
finding old people who can pay the rents and the people who need it 
the most are those who can’t pay it. Facing the facts as they really 
are, admitting that the program which the administration suggests in 
its bill is good only as far as it goes, and I don’t think it goes far 
enough, I suppose you would be opposed to some kind of a loan at no 
cost to the Government, such as we provided for college housing. I 

can’t ever get over the fact that we provide for young people in dormi- 
tories but don’t do it for elderly people on the last legs of life—some 
kind of nonprofit organization whereby we could build these houses at 

a rent which they could pay. You wouldn’t approve of that; would 
eead 

Mr. Remy. Well, our objection to it is for a sponsor being a profit- 
making organization. We say that it should be a nonprofit organiza- 
tion that sponsors these so as not to have a further charge on it. We 
are with you on that. 

Mr. Rarns. On the nonprofit part. But you are not with me on the 
proposition of, say, about a 31/,- or 3-percent interest rate so it doesn’t 
cost the Government any money; you wouldn’t favor that ? 

Mr. Remy. I don’t know that we have considered it on the basis 
of an interest rate for the housing for the aged. I don’t think so. 

Mr. Rains. How about 50-year loans, long-term loans? 

Mr. Remy. I am familiar with the college housing loans. 

Mr. Ratns. In other words, what I have in my mind—I don’t have 
it developed completely—is some type of program for housing for 
the elderly under a nonprofit corporation that would follow generally 
the scheme of the college housing loans. 

Mr. Remy. Of course, those c ollege housing loans are made direct 
by the Government, the loans are m: ade directly by the Government 
and I don’t think they would be taken up at the prevailing rates by 
private enterprise. 

Mr. Rarns. But at nocost? 

Mr. Retiuy. Oh, very little. I think they did raise it the last time 
slightly but it is low cost. I don’t know that we have any particular 
objection to that other than we don’t like to see the Government get 
into business any further but if you have to take care of these old folks 
that is a social problem we have to meet. 

Mr. Rarns. That just about speaks my attitude about it, Mr. Reilly. 
{ don’t like to do it but if we have to do it I don’t see any other way 
toachieve it. Mr. Widnall ? 

Mr. Wipnaut. Mr. Reilly, we were told this morning that the 
United States Savings & Loan League invited all groups toa meeting 
to consider this plan. Were you invited to attend that meeting? 

Mr. Remy. Yes; we were invited and our general counsel attended. 

Mr. Wiwnat. Did you make any statement at that time ? 

Mr. Brorr. No; I did not. As they explained this morning it was 
more of an educational meeting to explain the plan. 
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Mr. Wronatt. If the bill were rewritten in a form that would 
include all lending agencies would you be satisfied to participate in it? 

Mr. Retiy. No, we think if you let the FHA run it would be more 
satisfactory than by creating another agency to do it. 

Mr. Wipnat. In other words, the two points of difference would 
be— 

Mr. Apponizio. Would you yield ? 

Mr. Wipnatt. Yes. 

Mr. Apponizio. You wouldn’t be creating another agency to do it, 
the agency to do it would already be in existence. 

Mr. Reittiy. This new Corporation is going to be created under the 
supervision of the home-loan bank. It just puts another governmental 
agency into the guarantee of loans and we don’t think that is necessary 
and we think the FHA can do it cheaper. 

Mr. Wipnati. Your objections chiefly arose out of the fact that the 
original bill provided only for the participation of the savings and 
loan associations ? 

Mr. Reiiiy. Your objections chiefly arose out of the fact that the 
original bill provided only for the participation of the savings and 
loan associations ? 

Mr. Retmiy. That was one of the objections. 

Mr. Wipnatu. That actually has been corrected at this time as was 
suggested. 

Mr. Rettiy. We did not have that before us then, Mr. Widnall. 

Mr. Wipnau. And then there was a difference of opinion as to the 
manner in which it would be administered. 

Mr, Remy. Yes; that is right. 

Mr. Wipnati. Now, you objected to this new plan not having an 
interest rate ceiling; is that correct ? 

Mr. Remy. The new plan has a free interest rate and FHA has 
a fixed interest rate and we think if you took the fixed rate off of 
FHA and made it a free rate that you would accomplish what you 
are trying to accomplish here. You penalize those that must use or 
that do use FHA by making that a fixed rate and you permit by 
this bill a free interest rate under this new corporation. 

Mr. Wiwnay. Well, as I recall it, your criticism in the past to 
both the FHA and VA programs has been the fixing of interest rates. 

Mr. Remy. We still are opposed to it. 

Mr. Wipna. So this bill would actually embody the type of ap- 
proach you would like to see in all of the lending programs. 

Mr. Remy. In that phase of it; yes. 

Mr. Wipnatt. That is all. Thank you. 

Mr. Rains. Mr. Addonizio—— 

Mr. Apponiz1o. Thank you, Mr. Chairman. 

Mr. Reilly, when the chairman was questioning you, I believe in 
reference to one of his questions you made the statement that banks 
are not making fortunes; is that correct? 

Mr. Remy. Yes. 

Mr. Apponiz1o. Well, isn’t it true that bank profits have gone up 
in the last year whereas corporations and others have gone down? 

Mr. Remy. I don’t think that is true. I think the bank profits 
did go up during the tight-money market for a while but I think 
the overall net of banks is a very reasonable return. There are not 
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many additional dividends being declared and things of that nature. 
You are bound by such rigid standards in b: anking that you can’t 
make the investments out of which other financial institutions can 
make a lot of money. I am not speaking of savings and loan asso- 
ciations, but other financial institutions. 

Mr. Apponizio. Now, listening to your statement, I take it that 
you are very strongly opposed to this Home Loan Guarantee Corpo- 
ration. 

Mr. Remy. We are opposed to the creation of a new corporation 
to guarantee these loans when you already have facilities to do this. 

If you feel that program is sound and you want to put it 
under FHA, and we can come in under FHA by an amendment to 
that law which does n't restrict us to the 6624-percent loans that we 
now must be bound by, that, in our opinion, would be a better ap- 
proach to it. 

Mr. Apponiz1o. Well, I thought that the United States Savings & 
Loan Association made a rather convincing argument for this pro- 
posal here this morning. I don’t know whether you have heard it all. 

Mr. Remy. Yes, sir; I was here during all of it. 

Mr. Apponiz1o. Well, during their testimony in reference to ques- 
tions that I asked, they indicated to me th: at, first of all, this program 
would not cost the Government anything and that it w ould eliminate 
this second-mortgage financing. 

Now, I would like to know from you whether you agree with that. 

Mr. Remy. We can argue the same way about FHA. The only 
time that FHA comes into the picture is when there is a foreclosure 
and it issues debentures and we think that that system is certainly a 
more realistic approach to it than a cash payment, because those deben- 
tures are for a long-term period, and the FHA can take these houses 
over and have an orderly liquidation of the houses on the market. I 
don’t know what would happen under this situation. It is no cost to 
the Government in the beginning, there is no doubt about that, neither 
is FHA, they are both private enterprise. 

Mr. Apponizio. I also notice that in your testimony in reference to 
this Home Loan Guarantee Corporation, that you think that we could 
achieve even a better result by letting the interest rate on FHA and 
GI loans go uncontrolled. 

Mr. Reitiy. Yes, sir. 

Mr. Apponizi0. Of course, I violently disagree with that and I am 
sure that you realize that the Congress would never permit that to 
happen, so certainly that is not the answer to the problem. 

Mr. Remy. Well, why do you disagree with it on the FHA and not 
on this guaranty program ? 

Mr. Apponizio. Well, I want it controlled on this program also. 

Mr. Remy. Excuse me, sir. 

Mr. Rarns. Would you allow me to ask a question 

I share his opinion about the fact that you must have a control on 
FHA and GI loans. Remember they are 100 percent guaranteed 
loans, or 60 percent guaranteed in the case of GI loans. 

You are talking about an uncontrolled interest rate on a 100 percent 
insured loan. There is a difference when you are talking about an 80- 
percent loan which is not now guaranteed and a 90-percent loan. So 
there is a difference between asking for a controlled interest rate on 
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a 100-percent insured loan and the 90-percent insured loan. One has 
10 percent down at least. 

Mr. Remuy. The borrower does the paying of the interest, how- 
ever, and there is no way you can set up a system where the money 
is going to flow in if it doesn’t meet the current conditions of the 

market. 

Now, you can dry it up by fixing the interest rate and that is exactly 
what happened, and you forced it into the discount market, which was 
muhe worse in my opinion. 

Now, money is not going to go into any more mortgage loans unless 
it is competitive at the time the money is being borrowed. 

I think that was tested out fully and completely during this past 
couple of years when the money market has been tight. 

Now, the money market has eased up and it turns around and starts 
the other way. I think that is the best way to do it. If you want to 
ut reasonable limitations on it, that is one thing, but to fix it down 

fow — 

Mr. Rarns. I don’t agree with that, either. 

Mr. Apponizio. When is this law of supply and demand going to 
bring down FHA interest rates? 

Mr. Remuy. When is it going to bring it down? I think when 
there is more money se eking investment th: an there are investments 
available. I think the market will take care of it. It always has. 

Certainly it has done it on Government bonds, and that is the best 
test you have. 

Mr. Apponizio. Mr. Reilly, 1 have one other question, and then I 
will be finished. 

In your testimony on urban renewal, in dealing with that section, I 
noticed that you favor the proposed administration formula, to reduce 
the Federal grant gradually from the present two-thirds to one-half. 

Mr. Remy. Yes. 

Mr. Apponizio. Now, of course, you are aware of the tremendous 
financial straits that are facing the cities of our Nation. 

Mr. Reiiuy. Yes, sir. 

Mr. Appontz1o. I am very much opposed to the administration’s 
formula, because I fear that it will really kill the urban renewal pro- 
gram, and if we are to do an effective job in that direction, I think 
we need more Federal help rather than less. 

Don’t you think that this proposal that the administration advances 
would actually kill this program ? 

Mr. Remy. Well, it seems to me they have allowed a reasonable 
period of time to reduce it down 3 years. I don’t think that the Fed- 
eral Government can forever be pumping money into these without the 
taxpayers suffering very severely from it. 

Certainly we are in favor of urban renewal. We don’t have to go 
any further than right in this town to know what it me: uns. 

Mr. Apponizto. Well, I think we can all s say we are in favor of the 
program, but we have to put some money into it to do the job. 

Mr. Retuuy. We think that matching funds is not an unreasonable 
request. 

Mr. Apponizi1o. Do you feel that in spite of the financial straits of 
the cities that they can do it? 
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Mr. Retiy. Well, if some cities happen to be a little bit better off 
than other cities, I think that is just a condition you have to meet. I 
don’t think they should get any preferential treatment. 

I think you have to treat them all alike, but we think matching 
funds with the taxpayers’ money is a fair and equitable approach to it. 

Mr. Apponiz1o. Thank you. 

No further questions. 

Mr. Rarns. Mr. Betts. 

Mr. Berrs. Mr. Chairman, I just wanted to side with you on that 
colloquy you had with Mr. Addonizio. 

Coming from a rural area, I feel that it is the thinking there that 
certainly the urban centers should bear their share of the burden. 

Mr. Apponizio. Well, of course, we don’t want to get into a discus- 
sion about rural areas and urban areas, because there are certain pro- 
grams that we from the city support that are beneficial to your areas 
tht we may not feel so kindly about. 

Mr. Berts. I think you will find at least in my district most of the 
people are opposed to those, too. 

I think they like to be independent. I won’t go along with that. 
I just disagree with Mr. Addonizio. 

Mrs. Sutiivan. That’s why we have Democrats and Republicans; a 
two-party system. 

Mr. Berrts. I only have one comment to make. As I understand it 
now, when you discuss the participation or possible participation of 
banks in this home loan guaranty program, you raise the question that 
the State and National banks probably could not participate. 

Mr. Retiiy. Yes; we have a statute now in the National Bankin 
Act that limits us to 6624 percent. In my opinion that statute er 
have to be amended to permit us tocome in. 

Now, the States probably are all different, but my information is 
that the maximum is 6624 that we can lend. 

Now, when you take it in under FHA, by that device, that statute 
does not apply under the present law, and it would eliminate all of 
that trouble. 

You bring it in under FHA and you have no further trouble. You 
just permit it to come in under that. Whereas, if you do it any other 
way, in my judgment, you are going to have to go through every State 
in the Union and find out what has to be done to enable them to 
qualify, and as far as national banks are concerned, you are going to 
have to get the Congress to go along with it and we had a hard time 
selling the Congress to permit a conventional loan to be increased 
ag 60 percent to 6624. So I don’t know how they will feel about 
this. 

Mr. Berts. Well, you raised a point there that I don’t think has 
been brought up yet, and I hope it is discussed further. It is a point 
that certainly should be considered because the matter of bringing 
in the banks and insurance companies was raised for the first time this 
morning. 

Mr. Retry. I don’t think that can override a national banking 
statute. I think you would have to have an act of the Congress 
to amend that to enable us to do it. 

As far as the rates are concerned, they are pretty jealous of their 
responsibilities and supervision of safe banks, and I think you have 
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t by the State legislatures, whereas, if you come under this 
PE A program, at least that much of it is eliminated. 

Mr. Berrts. In other words, you could sum up your views briefly 
this way: 

In general, you would be in favor of a program such as this if it 
were administered under FHA ¢ 

Mr. Remy. If it was administered under FHA, if the Congress 
thinks it is sound. Then it is up to each bank to decide whether 
they want to go in on it or not. We can’t compel any of the banks 
to make these loans or building associations, savings and loan, or 
anybody else. But if the Congress thinks that the program is sound, 
if they think 90 percent of conventional loans is sound and they 
want to do it, we think it should be done along the lines that we 
recommend. 

Mr. Berrs. Here is a question. I don’t know whether anybody has 
raised it or not. Maybe you don’t have the information or not. 

On this subject of housing for elderly people I am in complete 
agreement with what you and the chairman said here, but has any- 
one ever testified as to whether nonprofit organizations are able to 
meet this? Is that the reason for a profit corporation provision in 
the bill? 

Mr. Ratns. There was reams of testimony on the subject before 
this committee 2 or 3 years ago, but we haven’t had much testi- 
mony recently. 

Mr. Remy. We don’t think speculative enterprises should get in 
and make profits on the housing for the aged, using special considera- 
tions that Congress might give it. 

Mr. Berrs. The reason I raised that is the only witness I remember 
was a fellow from Florida who came up here and testified as to some 
private operation that he hi ud, and I was just wondering about that. 

Mr. Rarns. That was a profit corporation he was asking about. 

Mr. Berrs. Isn’t that what you are asking be included ? 

Mr. Ratns. Well, I think they could operate under the present 
law, and that is the way he was operating, under the present law. 

Mr. Berrs. Thank you. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrett. No questions, Mr. Chairman. 

Mr. Ratns. Mrs. Sullivan ? 

Mrs. Sunuivan. Just one or two clarific ations, Mr. Chairman. 

As I understand it from your previous testimony, Mr. Reilly, only 
about 5 percent of the loans held by savings and loan institutions are 
FHA insured, with about an additional 20) percent of the VA loans 
guaranteed. 

Do you have a rough approximation of what the equivalent per- 
centages are for the commercial banks ? 

Mr. Remy. I think Mr, Nims or Mr. Brott has that. 

Mr. Brorr. The May 1958 issue of the Federal Reserve Bulletin 
shows of the residential mortgage loans in dollar amounts held by 
commerce ial banks on December 31, 1957, $4,823 million were FHA in- 
sured, $3,589 million were VA guaranteed, and $8,735 million were 
conv entional loans. The mutual sav ings banks, $4,669 million were 
FHA insured, $7,790 million were VA guaranteed, and $6,551 million 
were conventional loans. 
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Mrs. Suttiv a You don’t have that percentage, do you? 

Mr. Brorr. I don’t have that percentage, no, but the publication put 
out by the Federal Home Loan Bank “Board, giving the estimated 
home mortgage debt and financing activity for the year 1957 has a 

table whic h shows estimated home- mortgage loans outstanding on 1- 
to 4-family nonfarm homes, and they show there—this table, however, 
did not show a breakdown between FHA and VA. 

Mrs. Sutiivan. Well, could we get from you later for the record, 
the percentage figures so we have a comparison of what the commer- 
cial banks are doing against the savings and loan associations ? 

Mr. Brorr. Yes, we “would be very glad to supply that, Mrs. Sul- 
livan. 

Mrs. Suutiivan. If that is agreeable to the chairman. 

Mr. Rarns. That is very agreeable. Mrs. Sullivan. 

(The data requested above is as follows :) 


THE AMERICAN BANKERS ASSOCIATION, 
Washington, D.C., July 11, 1958. 
Hon. ALBERT RAINS, 
Chairman, Housing Subcommittee, 
House Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

Dear Mr. Ratns: In compliance with the request of Mrs. Sullivan that we 
furnish information as to the percentages of FHA insured, VA guaranteed, and 
conventional residential loans held by commercial banks and mutual savings 
banks, I am submitting the following data which is based on the dollar amounts 
of such loans held by such banks on December 31, 1957, as shown in the table 
“Mortgage loans held by banks” appearing on page 585 of the Federal Reserve 
Bulletin, issue of May 1958. 

Of the total residential mortgage loans held by commercial banks on that 
date 28 percent were FHA insured, 21 percent VA guaranteed, and 51 percent 
conventional. Of the total residential mortgage loans held by mutual savings 
banks on that date 25 percent were FHA insured, 41 percent VA guaranteed, 
and 34 percent conventional. 

Yours very truly, 
J. OLNEY BrRortt. 


Mrs. Sutxivan. Just one other thing. Isn’t your real objection to 
this bill due to the fact that you can’t come under the plan unless the 

national bank law would be amended ? 

Mr. Remuy. Well we think it is discriminatory against us, and you 
make us live by a fixed interest rate if we want to get into an insured 
loan and you enable this other group to get a free interest rate. 

We think that is discriminatory. 

Mr. Apponizi1o. Would you yield, Mrs. Sullivan? 

Mrs. SULLIVAN. Yes. 

Mr. Apponzzi1o. I think it has been pretty well established during the 
hearings that it will not be a free interest rate. 

Mr. Remy. As far as the bills are concerned 

Mr. Apponiz1o. They will be amended I am sure. 

Mr. Rertuy. We were only dealing with the bills as introduced. 

Mrs. Surxivan. But if it was, as we expect it might be done by the 
time the bill is marked up and voted out, it will be. 

Mr. Remtty. We still think the free interest rate is the best way to 
do it. Now we realize that you legislators have to deal with the con- 
stituents that look through different glasses, but we have to live with 
these loans and when you tie money up for 25 or 30 years, you ought 
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to get the benefit of the high rate when money is tight and you ought 
to be content with the low er rate when money is loose and we think 
the law of supply and demand will take care of it, and you can price 
yourself out of the market on this business. 

Just because you have a free rate doesn’t mean you can run away 
with interest rates. The law of supply and demand will take care 
of that, Mrs. Sullivan. 

Mrs. SuLLIVAN. We can argue about that as to food right now. We 
have al] these surpluses in food and it is not bringing prices down. 
But I don’t want to get off on that subject. The point is we could 
amend the law to take care of the national banks and bring them in 
although we couldn’t do anything about the State banks. But if that 
were done, would you then be more favorable ? 

Mr. Reriy. What are you going to fix the interest rate at, Mrs. 
Sullivan ? 

Mrs. Sutiivan. I couldn’t tell you that. 

Mr. Remy. I think that would be one of the determining factors, 
Mrs. Sullivan. 

Mrs. Sutnivan. All right. 

Mr. Reutty. If you are going to fix that interest rate it loses an 
awful lot of its attractiveness to everyone. It is free interest rate 
that makes it attractive. 

Mr. Rains. 1 would say it must be a reasonable rate and a going 
rate. 

Mr. Remy. Well if you can spell out what that is, I don’t know what 
that would be, Mr. Chairman. 

Mr. Ratns. We would make it the administration’s responsibility to 
see to that. What would you say to that? 

Mr. Remy. I think during the tight money market, it got the rates 
up to about 6 percent. It wasn’t too high. 

Mr. Rarns. There is a 6-percent maximum in FHA. But that 
a hundred percent guaranty and so that is a little different. 

Mr. Barrerr. Suppose we let you fix a rate, Mr. Reilly. Would 
you come in then ? 

Mr. Remxy. I don’t know how we would do it. 

Mr. Barrerr. Well, you are a banker, what would you think. 

Mr. Remy. The rates are one rate for one period and a different 
rate for another. 

Mr. Barrerr. Let’s take it over a period of 12 months, and fix the 
rate accordingly, would you come in then ? 

Mr. Retiiy. I would think so. 

Mr. Barrerr. You would ¢ 

Mr. Remy. If the FHA administers the program. 

Mr. Barrerr. I am speaking of it in accordance with this bill. 

Mr. Reitiy. No, we think one of the important things is supervision 
by the FHA which has had 25 years of experience. We hold no brief 
for the FHA except that they have performed, they have had an 
insuring program and they have set up these reserves. They ought 
to know what it is all about. There is a new program, and I don’t 
know whether we can go through another 25 years of riskless lending 
in mortgages. That is what it has been for 25 years, as we all know, 
but if you ‘take it back 5 years more than that it is another story. 

Mr. Berrs. Would you yield, Mrs. Sullivan? 
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Mr. Suuiivan. Just let me ask one more question, and I am through. 
If we did amend this bill to take care of the national banks, would 
you still be insistent that it come in under FHA ¢ 

Mr. Remy. We think that is the best way to do it, a better way 
to do it. 

Mr. Berrs. What I was going to ask along that line is if you did 
that, wouldn’t the national banks have an advantage over State banks, 
as far as the loan to value ratio? 

Mr. Remuy. As far as FHA loans now, I think the States pretty 
generally are permitted to make FHA loans, aren’t they, Mr. Brott? 

Mr. Brorr. I believe that all of the State laws now enable State 
banks to make FHA loans. 

Mr. Reriiy. So if you amended it so that it came under FHA, they 
would be under it. 

Mr. Brorr. Yes. 

Mr. Rarns. All State banks make FHA loans the same as national 
banks, as far as I know. 

Mr. Remy. If you put it under FHA that would take care of it 
then. 

Mr. Rarns. Well, that would be killing it with one blow. 

Thank you very much, Mr. Reilly, for a very good discussion. 

Mr. Remuy. Thank you, Mr. Chairman. 

Mr. Rarns. I am sorry we had to bring you back this afternoon. 
Thank you very much. The committee will be here tomorrow morn- 
ing when we will have the National Institute of Social Welfare, the 
National Association of Mutual Savings Banks, life insurance com- 
panies and the American Hospital Association. 

(At 3:35 p. m., the committee adjourned, to reconvene at 10 a. m., of 
the following day, Friday, July 11, 1958.) 
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FRIDAY, JULY 11, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10 a, m., Hon. 
Albert Rains presiding. 

Present : Mr. Rains, Mrs. Sullivan, and Mr. Betts. 

Mr. Ratns. The committee will be in order. 

The first witness this morning is Mr. George McLain, president of 
the National Institute of Social Welfare. Come around, Mr. Mc- 
Lain. Weare glad to have you. 

Mr. McLain. Thank you, sir. 

Mr. Rarns. I note that you have a considerable statement to which 
you have attached various exhibits. All of the exhibits will be in- 
cluded in the record immediately following your statement. 

Mr. McLatn. Also, Mr. Chairman, I have included some letters so 
I won’t have to read them over again. 

Mr. Rarns. They are in the statement. The letters may be in- 
cluded in your statement. You may proceed, Mr. McLain. 


STATEMENT OF GEORGE McLAIN, PRESIDENT, NATIONAL 
INSTITUTE OF SOCIAL WELFARE 


Mr. McLain. Mr. Chairman and members of the committee, my 
name is George McLain. I am president of the National Institute 
of Social Welfare, located at 200 C Street SE., Washington, D. C., 
with main headquarters at 1031 South Grand Avenue, Los Angeles, 
Calif. 

Our interest in the housing field revolves solely around programs 
for the elderly, so our remarks will be confined to that category. 

My oral testimony will be kept as brief as possible in the interest 
of conserving the committee’s valuable time. However, I have in- 
cluded various exhibits such as letters from redevelopment agencies 
bearing on the great need for elderly housing and a description of one 
of the projects we now have in progress. I feel these will be of inter- 
est to the committee, therefore, ask, which has been graciously 
granted by the chairman, that they be printed into the record of the 
hearings as they appear in my prepared statement. 

Also for the committee’s interest, I have included at the end of my 
testimony a series of maps which graphically demonstrate the char- 
acter of elderly housing projects we are planning. 

We heartily endorse title II, housing for the elderly, as approved 
by the Senate Banking and Currency Committee in S. 4035 (Report 
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No. 1732). We are particularly enthusiastic that the Senate bill 
establishes a new section 229, in the National Housing Act, to en- 
courage the building of rental housing for elderly people. But, more 
important, is the provision to permit insurance on mortgages up to 
100 percent of replacement cost for nonprofit organizations to build 
elderly housing. 

Pleased as we are about S. 4035, we do not feel that it goes far 
enough in enabling nonprofit organizations to build low rent units 
for low income elderly people. Allow me to emphasize “low income 
elderly people,” because this is the largest group in desperate need of 
decent housing within ability to pay. These are the people with whom 
we are particularly concerned. 

As an amendment.to the Senate bill, or as part of any housing bill 
acted upon by this committee, may I suggest that you include the 
following principles: 

Nonprofit organizations with a background of interest in assisting the aged, 
who seek to construct low-rent living units for the low-income elderly shall 
be given added encouragement by the Commissioner, who shall judiciously ex- 
pedite these proposals and be empowered to— 

(a) extend the amortization period within such term, not exceeding 
50 years, as the mortgagor may specify or such longer term as the Com- 
missioner may prescribe ; 

(b) approve interest at not to exceed 3% percent per annum on the 
amount of the principal obligations outstanding at any time; and 

(c) establish such regulations as to rents and charges as the Commis- 
sioner deems necessary to assure continuation of the agreed low-rent 
principle. 

This committee wisely recognized the need for the 50-year amortiza- 
tion and 314 percent interest rate principles back in 1956 when elderly 
housing first achieved official recognition by Congress. Unfortunately, 
your recommendations were not adopted by Congress at that time. 

However, 2 years have elapsed since section 207 was amended to 
include elderly housing, and I believe that the subsequent experience 
organizations such as ours have had in this field amply demonstrates 
the need for the program you set forth in reporting out H. R. 11742 
in 1956. 

The provision to insure mortgages up to 100 percent of replacement 
cost for nonprofit organizations, we believe, is a very sound one, both 
from the standpoint of the Federal Government and the elderly people. 
Certainly, no question can exist that there is an acute shortage of 
suitable housing for the elderly. 

If the rule of supply and demand is put to work here, we must 
realize that the demand will continue to be far greater than the supply 
for some years to come, even under the most concerted effort. All 
things considered, we fail to see how FHA would be taking any 
appreciable risk in 100-percent financing. 

On the other hand, we find the present 10-percent equity require- 
ment almost prohibitive so far as nonprofit organizations are con- 
cerned. This, when added to interest rates and discounts on loans 
now being charged, increases the equity requirement to over 15 percent. 

We must also purchase furnishings and equipment. Further, FHA 
requires the setting aside of a high reserve fund for repairs and re- 
placements, plus the establishment of a trust fund for amortization 
to guarantee the soundness of the mortgage. 
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Obviously, a nonprofit corporation—though it may be perfectly 
sound, financially, t iaaoghh it may be stable from the standpoint of 
supplying the necessary “administrative know-how and continuity of 
operation, by its very nonprofit nature is not in position to make such 
a large cash outlay. 

Lending institutions display little interest in tying up money in a 
charitable, penprest enterprise, even though its background is beyond 

question. We believe that long-term loans direc ‘tly from the Federal 

overnment, are absolutely necessary if the elderly housing program 
is toever become truly effective. 

Earlier, I urged extending the payback period to 50 years and re- 
ducing the interest rate to 8% percent for those nonprofit enterprises 
who agree to provide low-rent units for elderly people. 

At this point, let me qualify by saying that I would certainly not 
oppose extending these terms to cover all elderly housing built by non- 
profit organizations. But the real value of these more liberal terms 
are most vitally needed in the low-rent field for the following reasons: 

The monthly rent charged to low-income elderly people must meet 
monthly obligations on the loan, as well as property upkeep, admin- 
istrative personnel, et cetera. A longer amortization period with 
smaller interest payments would reduce the sponsor’s monthly obliga- 
tion and, consequently, make it possible to keep rents reasonable for 
that class of the aged who are most needy. 

As an illustration, let’s consider a project consisting of 500 living 
units costing an average of $6,000 each at 414 percent interest with an 
amortization period of 40 years. Monthly mortgage payment per unit 
would be $27, plus hazard-insurance premium, real-estate taxes, and 
maintenance. At 314 percent interest with an amortization period 
of 50 years, the same units would have a monthly mortgage payment 
of $21.24. The difference would be $6.76 per unit per month. 

Now, while this may not sound like a great deal of money to people 
with livable incomes, the significance of $6.76 a month becomes greater 
and greater the lower down the income ladder one goes. W hen you 
get to the bottom, where you will find nearly 10 million people over 
65 living on incomes of less than $1,000 a year, pennies, nickels, and 
dimes take on mammoth proportions and $6.76 a month less for rent 
can literally make the difference between an adequate diet and mal- 
nutrition. 

We have been severely handicapped in operating under the present 
elderly housing laws as contained in section 207. They require that 
too much of our liquid assets be tied up in one project when many, so 
many such low-rent developments are desperately needed. We have 
made extensive inquiry into other low-rent developments which may 
be completed or in the planning stage and have yet to turn up any 
which would be within the financial reach of those 10 million oldsters 
who now live on an income of less than $1,000 a year. These are 
the people who depend on small] social-security checks, old-age assist- 
ance, World War I veterans’ pensions, and similar. small, regular 
incomes. 

These are the people who need consideration by Congress. These 
are the people who require decent living quarters. The senior citizen 
wants to feel independent. He wants to feel that the amount of rent 
he is able to pay is all that is necessary for the continuity of his hous- 
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ing needs. Few want to feel that they are the recipients of a subsidy 
or charity, in their housing requirements. 

Some organizations, it is true, have had better luck under the pres- 
ent law. But—and let me emphasize this—so far as I have been able 
to ascertain, they have been able to cater only to that small segment 
of the elderly population already financially able to pay the goin 
rate for decent housing on the open market, with or without specia 
elderly housing laws. 

Certainly, I do not begrudge or in any way criticize their efforts. 
I simply want to apes out that no real problem is going to be solved 
by building elderly housing projects which require several thousand 
dollars entrance fee plus regular monthly payments far and above 
the total income of the majority of elderly people. 

As an example of what I mean, let me read excerpts from a recent 
production of Aging, distributed by the United States Department 
of Health, Education, and Welfare, regarding construction of a home 
called Royal Oaks Manor of Duarte, Calif. 

In essence, the article reports : 

Two fees will cover the costs to the resident. The entrance fee, varying from 
$5,900 up, depending on the type and location of accommodations, covers life- 
time residency and use of the facilities. The life-care fee of $165 per month, or 
a single payment based on actuarial tables, covers meals, room upkeep, medical 
eare, etc. Posting of $1,000 is required to get on waiting lists. The Federal 
Housing Administration and the Federal National Mortgage Association are par- 
ticipating in the financial arrangements. 

Still another article reports that the same organization has an- 
nounced plans to build a $3,500,000 community for the elderly on 40 
acres in the Portola Valley of San Mateo County, Calif., and that— 
applicants for rentals of apartments and cottages will be required to put up 
from $9,500 to $18,000 for the purpose of life usage. On death of the occupant 
ownership of apartment will revert to the corporation. Oldsters will also pay 
$165 per month for meals, medical care, utilities, and heavy housecleaning * * * 

Another article from New Mexico tells a similar story of 530 living 
units. Conditions under which elderly people may gain entrance in 
this fine project, insured by FHA, are not given. However, a letter 
from the Old Age Pension Cooperative Association of New Mexico 
says in part: 

* * * I’m enclosing clipping from our newspaper giving details about the first 
housing project for the elderly in Albuquerque. Our organization in the past 
years has continually hammered away on this subject. I think it will be a 
fine project, but I fear the old-age assistance recipients will not be able to take 
advantage of it. 

By the same token we have had inquiries from many groups re- 
questing information on the feasibility of constructing low-rent hous- 
ing for the elderly. A recent inquiry came from a group in Butte 
County, Calif., and for the committee’s information, I have included 
it in the record to demonstrate the real interest and concern among 
our citizenry for low-rent elderly housing. 

Butte County DEPARTMENT OF SocraL WELFARE, 


CALIFORNIA INSTITUTE OF SOCIAL WELFARE, 
1031 South Grand Avenue, Los Angeles, Calif. 

GENTLEMEN: I am writing to you as the acting secretary of a newly formed 
citizen committee in Chico, interested in the problems of the aging. Aware that 
your organization has pioneered in providing adequate and inexpensive housing 
for elder citizens, I am requesting any information you can give the committee 
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that would facilitate a housing project in this area for this age group. We 
have no definite ideas as to whether such a project would be publicly or pri- 
vately financed at this point. 

Col. F. T. Robson, of our retired citizens, is acting as temporary chairman of 
the committee now working intensively on the problem. We would appreciate 
very much any information that you could give. 

Very sincerely yours, 
JANE Joyce, Director. 
By Mrs. Lois VEITH, 
Social Worker 11. 

One very important point which must be considered in overall 
housing discussions is the adverse effect urban redevelopment is having 
on elderly people. While we are in complete sympathy and lend any 
strength ‘at our command to urban redevelopment, its very worthy aim 
of ridding cities of slum areas is working great, h: wdship on hundreds 
of thousands of elderly people, whose extremely low incomes now 
automatically sentence them to life in the slum areas. 

Where are they to go after urban redevelopment? I think you will 
find this a very real problem facing most of your urban redevelop- 
ment agencies. We feel that nonprofit organizations such as ours can 
help solve this problem. Urban redevelopment is a Government 
function designed to benefit communities as a whole. Direct Federal 
grants to communities for this purpose, with little prospect of any of 
the cash being returned, is acceptable as desirable. 

But, the job is only half done—or perhaps not actually done at all— 
if Government interest ceases once the now-existing slums are torn 
down. ‘The socioeconomic ee of relocation still remains. Where 
are these people going to find accommodations within their income? 
On to create more slums? 

To illustrate the high percentage of low income elderly people now 
being affected by urban redevelopment and the problem of relocation, 
I include at this point letters from the Sacramento and San Jose 
(California) redevelopment agencies: 


REDEVELOPMENT AGENCY OF THE C1Ty oF SACRAMENTO, 
Sacramento, Calif., February 21, 1958. 
Mr. Rosert A, Brown, 
Director of Housing, California Institute of Social Welfare, 
Los Angeles, Calif. 


Dear Mr. Brown: We are in receipt of your letter of February 6, regarding 
housing in the Los Angeles area for senior citizens. The West Covina project 
sounds very interesting, as a means of providing housing for a group that is 
in need of low-cost standard housing. 

In relation to the situation in Sacramento, land in our redevelopment area 
would, we believe, be too costly for the type of project in which you are in- 
terested. However, we believe that there are a large number of persons in 
Sacramento who are in need of such low-cost housing, and it might be possible 
that there would be other locations in the general neighborhood that would 
be worth considering. 

In our current project of 15 blocks, there are about 500 persons of 65 years 
or more, about 20 percent of the population in the area. In addition, there are 
approximately 5,000 single persons in our total redevelopment area. A survey 
which was made of the labor market indicates that of approximately 500 
single persons interviewed in hotels in the labor-market area, 125 are over 65 
years of age. In the 24 blocks of the labor-market area, there are over 400 
recipients of old-age security. Therefore, we have assumed that approximately 
25 percent of the 5,000 population are 65 years of age or over. 

These people are now living in substandard hotels or apartments, and as 
you know, when the time comes for the redevelopment of the section where they 
reside, they must be offered safe, decent, and sanitary housing within their ability 
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to pay. It would appear that there would be interest in Sacramento for such 
a project as you have described in southern California. 
Mr. Longhead of the Rancho Realty & Development Co. has written us, and we 
hope that he will stop in to see us when he is in Sacramento. 
Sincerely, 
MARGARET S. WATKINS, 
Chief, Relocation. 
For Rosert B. BRADFORD, 
Ezecutive Director. 


REDEVELOPMENT AGENCY, 
City or SAN Jose, CALIF., 
May 23, 1958. 
Mr. GrorGE McLAIN, 
President, California Institute of Social Welfare, 
Los Angeles, Calif. 

Dear Mr. McLarn: At a recent conference held by the National Association 
of Housing and Redevelopment Officials, I heard very favorable and positive 
information concerning your housing for the elderly projects, particularly that 
in Fresno. 

It would be very helpful to us locally if you would send information about 
this project, concerning financing, rents, etc. 

Cordially, 
OLNEY G. SMITH, 
Executive Director. 


For several years now there has been much talk over an urban re- 
development project is Los Angeles, Calif., called the Bunker Hill 
Redevelopment Area. Committee members will doubtless recall that 
you held hearings in Los Angeles covering this proposal in 1955. 
At that time, members of the committee, especially Congressman 
Rains, Barrett, and McDonough, and Congressman O’Hara and 
Addonizio, voiced great concern over relocation of the predominently 
elderly population inhabiting Bunker Hill. To refresh your memory, 
may I quote briefly from the record of those hearings: 


Chairman Rartwns. 


(Addressing William T. Sesnon, Jr., Chairman of Community Re- 
development Agency of the City of Los Angeles) — 


* * * the point I’m trying to get for the committee and for myself * * * is 
how can private enterprise, by FHA guaranty or otherwise, provide for senior 
citizens, individuals, let us say, above 65 years of age, decent living quarters, 
if the only income they have is that which they receive as Mr. McDonough 
has stated (old-age assistance) ? Do you believe that can be done? 

Witt1aM T. Sesnon, Jr. Yes, I do, sir. We hope to be able to produce * * * 
that, because the way it looks now it is going to be economically feasible where 
it will be a legitimate private investment; and could show a return. The 
guaranty for construction of FHA loan would be extremely helpful, but I think 
it looks now as if this sort of thing can pay out. It is sort of on the dormitory 
basis though, with private rooms, community recreation and medical facilities, 
and so forth. Those things are all involved and I can much better * * * come 
up with this answer * * * maybe in a month or two from now, much better 
than I can today and I don’t like to give any misinformation to you gentlemen. 


Then, in a letter dated November 21, 1955, William T. Sesnon, Jr., 
wrote to Chairman Rains, as printed on page 20 of the hearing: 


* * * As stated in my testimony, I hope to have something for you in the not- 
too-distant future relative to the satisfactory treatment of the problem of the 
senior citizens. I am optimistic in the belief that this can be accomplished and 
will be glad to keep you informed as to the progress of the program. 


Whatever further assurances Mr. Sesnon may have given the com- 
mittee is unknown tome. However, no low-rent units have been made 
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available for the low-income elderly under discussion in 1955 and 
today. 

Yet, despite the fact, the Los Angeles Redevelopment Agency re- 
cently received an outright Federal grant of $18 million for the 
Bunker Hill project, while the 2,398 persons over 60 years of age 
living there are faced with eviction and no place to go. 


Figures developed in the survey of the Bunker Hill redevelopment area, 
Los Angeles, Calif. 


Total displaced persons 7,310 


Of this number: Tamlites GED Or Wii ai ilo waits cece rtiemeineenaenimns 1, 342 
Of the above total 33.6 percent are dependent upon social security, 
old-age assistance, and other retirement funds. 
60 years and older, a total of 2, 398 


OF thin adimber ‘there are S00 Coulis. ook sk ss ie onde 460 
In 1955, year survey was made, couples 60 years and older paid rent 
for a dw elling unit from a low of $29.84 to a high of $65. Single indi- 
viduals paid from a low of $22 to a high of $60. 
Sleeping rooms only averaged $34.60 per month. 
All of the above figures are monthly schedules. 
There has been better than a 10 percent increase in the above rent 
since 1955. 

In view of this past history, one would logically assume that the 
city of Los Angeles, its redevelopment people, FHA administrators, 
all those responsible for this problem, would leave no stone unturned 
in their quest for a solution. 

Unhappily, I must report that such is not the case. A point in 
fact is that our very own organization has been vainly seeking to 
utilize elderly provisions under section 207 in the Los Angeles area 
since late 1956. With the aid of Mr. Robert Brown, a former mem- 
ber of the Los Angeles FHA staff as our housing director, we have 
interested top building contractors, prominent landowners, and archi- 
tects. 

We have even had the enthusiastic cooperation of Mr. Clifford 
Clinton, nationally known restaurateur, who has pioneered in the 
field of providing low cost, high nutrition meals especially for his 
large clientele of low-income elderly people. 

Mr. Clinton has agreed to take over complete management of our 
project cafeteria on a nonprofit basis when we are able to build in 
southern California, and has gratuitously served as adviser on our 
Fresno plans for cafeteria facilities. 

In Los Angeles County we found a landowner willing to set aside 
for us 100 acres ideally suited for elderly housing in the. anticipation 
of FHA cooperation. When, after many months, this was not forth- 
coming, we lost the land. 

We also sought cooperation from the Community Redevelopment 
Agency of the city of Los Angeles, but without success. In short, 
we have spent nearly 2 years trying directly to help solve the problem 
of low-rent housing for low-income elderly in southern California 
and thereby alleviate some of the problems inherent in urban redevel- 
opment such as the aforementioned Bunker Hill project. 

I bring these details to this committee’s attention because I think 
they have a direct bearing on the interest you displayed during your 
1955 hearings in Los Angeles. I sincerely urge the committee to 
follow up those heari ings to ascertain if Los Angeles has found a way 
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to house these displaced elderly and if not, just why they have been 
sweeping the problem under the carpet for 3 long years? 

In sharp contrast to the indifference shown the low-income elderly, 
such as those on Bunker Hill, the Los Angeles FHA office has seem- 
ingly leaned over backward to encourage construction of housing for 
the rich elderly. 

May I repeat that I am not quarreling with the nonprofit organ- 
izations who are building these high-priced projects. But, I do make 
the honest observation that certainly there is no pressing need for 
them. I most assuredly resent public facilities and funds being used 
almost exclusively for them, while the low-income elderly who desper- 
ately need consideration are ignored. I am confident that neither 
this committee nor anyone else in Congress has the wealthy elderly 
in mind when they amended the National Housing Act to aid elderly 
housing. 

Please don’t think that while reporting the frustration we have 
encountered in Los Angeles, I mean to criticize FHA generally. Quite 
the contrary. Here in Washington, this year, I have had the oppor- 
tunity to meet and discuss elderly housing with Commissioner Norman 
Mason and found him and his staff to be warm and sympathetic in 
their approach to the elderly housing problem. 

Further, we have had excellent cooperation from the San Francisco 
FHA office on a project we have had in the planning stage for less 
thana year. In fact, it was the feet dragging in the Los Angeles FHA 
office which originally turned our attention to northern California. 

With the offer of good land and the aid of a prominent builder and 
land developer in Fresno, we proceeded with application for sponsor 
approval in the San Francisco office. A month ago we were howel 
to make formal application on the project. 

Attached you will find detailed plans for construction which we 
have carefully worked out. These include building plans, proposed 
rental schedules, unit costs, number of elderly applicants, and scale 
drawing of our Fresno project. 
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Unless something unforeseen happens, we plan to break ground in 
September of this year. We know that we can be justifiably proud 
of the Senior Citizens’ Village when completed in 1959. May I take 
this opportunity to cordially invite the members of this committee to 
Fresno to inspect our results. I sincerely believe you will see that the 
welding of your tireless efforts and our unswerving faith has made 
low-rent elderly housing a reality. 

Thank you for your kind attention to the views of our organization. 
I feel confident that the needy elderly can continue to count on your 
interest in their housing problems. 

(The attachments to Mr. McLain’s statement are as follows:) 


ELDERLY HovUSsING 
Presentation by George McLain, President, National Institute of Social Welfare 


Following is a brief rundown on our low-rent elderly housing development 
in Fresno, Calif., which has received FHA site approval. Formal application 
(FHA project No. 121-00055—-A) has been made. 

Sponsor: California Institute of Social Welfare, Inc. 

Mortgagor : Senior Citizens Housing (a nonprofit corporation). 

Characteristics: Located on 44 acres. Consists of 556 living units. Average 
cost per living unit—just under $6,000. Provides housing for a maximum of 
1,050 persons. 

Planned units: 

Plan A.—276 units with living room, bedroom, kitchen and bath (for couples). 

Plan B.—216 units with combination living-bedroom, kitchen and bath (for 
single occupancy or couples). 

Pian @C.—64 units with combination living-bedroom and bath. (For single 
occupaney. These are in close proximity to the community center with cafe- 
teria.) 

Proposed rental schedule (all units will be furnished and the rental schedule 
includes all utilities) : 

Plan A.—$65 per month. 

Plan B.—$54 per month for couples; $42 per month for single occupancy. 

Plan C.—$37 per month for single occupancy. 

Applications: Already, the California Institute of Social Welfare has received 
1,683 bona fide applications from elderly residents in the Fresno area. More 
than 8,000 elderly people statewide have made application for similar living ac- 
commodations with many indicating readiness to move to any location where ac- 
commodations are made available. 
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Mr. McLar. Thank you, Mr. Chairman. The first map is the plot 
plan showing the units, and I might say that this has been approved by 
the FHA in San Francisco and each i of these units consists of from 
6 to 8 apartments. Then there is the community center. The reason 
the community center is in the position that it 1s is because we later 
on hope to build the balance of the project which would come out on 
that side and make the community center squarely in the middle. 

Then the next map is the community center statistics showing the 
cafeteria, kitchen, food and drugstore, and the medical offices, library 
and lounge, and the admission offices. 

The next map, plan A, shows the typical plan of the units for a 
couple, the living room, kitchen, bedroom, and bath, and the other two 
are plan B and plan C. 

I have here with me a rendering of the project which I would like 
to show to the committee. 

Mr. Rains. Are these all ground floor units? 

Mr. McLain. Yes, it is ranche style. 

Mr. Rarns. And these are all built with consideration for the re- 
quirements of the elderly ? 

Mr. McLain. Yes, there will be ramps, wide doors, special railings, 
every consideration has been made in that regard. We feel very proud 
that we have been able to keep this around $6, ;,000. 

Mr. Rarns. What is the construction ? 

Mr. McLarn. It will be some kind of a cement block, whole stone 
mainly. It will last 150 years. 

Mr. Rains. Thank you for your statement, Mr. McLain. We have 
a few questions we would like to ask you. 

Mr. McLain. Mr. Chairman, I would like to add one problem that 
we are faced with, and that is storage. I don’t know whether it is a 
matter to bring before this committee or whether it is a matter of the 
rules and regulations of the Department, but we would like to build on 
these projects a sizable storage facility where these elderly people can 
store their furnishings. 

Now, there is adequate provision in the rules for normal storage ; 
but I have found in my 20 years experience with these furnishings, 
household furnishings, rugs, and different things like that, that they 
have kept for a number of years. I have even in fact found where 
they have paid rental in storage for at least 20 years, but the idea is 
that that storage gives them some sense of security. 

They know in “the event that they get displaced from a home or 
something like that or they are renting, they have some place to store 
this material. We could wr: ap it up in a place on the project some 
place, in the 44 or the 100 acres and I wanted to bring it to the atten- 
tion of this committee, how much that storage facilities and how much 
those furnishings mean to elderly people, to save it. 

Mr. Rarns. In my judgment that would be a matter of regulation 
by the FHA and by the builder. You might build it under the propo- 
sition of utility rooms and so forth, but it would be completely within 
the purview of the FHA, I am quite sure. 

Mr. McLain. Thank you. 

Mr. Rarns. I see that you agree in your statement that if we are 
to get housing for the elderly : at rents that the people who are on 
social security and small pensions can pay, and those are the ones we 
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are particularly interested in, the thing we have got to do is get 
the interest rate down so that the amortization of it will provide a suf- 
ficiently low monthly payment that they can meet. 

I see that you approve as a step forward the section in the Senate 
bill but that you apparently prefer as I do, the bill which I introduced, 
I think, in 1955 or 1956 and which was incorporated in the bill which 
failed of passage which provides for a loan program patterned along 
the line of the college housing program. That bill called for a 314 
percent interest rate. 

Mr. McLatn. That is correct. 

Mr. Rains. It is your judgment that that particular type bill would 
be an improvement even over the 100 percent loan feature the Senate 
has in its bill ? 

Mr. McLatn. Most certainly. 

Mr. Rarns. Now as I understand it, the Senate bill would permit 
loans of a hundred percent replacement cost for nonprofit corporations 
and up to 100 percent replacement cost less builder’s allowance on 
anything other than a nonprofit corporation. 

Do you agree that we should let nonprofit corporations build hous- 
ing for the elderly without paying any equity ? 

Mr. McLarn. I do, sir. 

Mr. Rarns. In other words, they should be able to get 

Mr. McLain. Is that for profit organization, Mr. Chairman ? 

Mr. Rarns. Nonprofit. 

Mr. McLatn. Yes. 

Mr. Rats. In other words, it is your judgment that a nonprofit 
corporation on a 50-year loan basis should be able to secure 100 percent 
financing ? 

Mr. McLain. Yes, sir. 

Mr. Berrs. Do you mean without downpayment ? 

Mr. Ratns. Without downpayment if 1t is nonprofit. That is all 
the questions I have. You have made a very fine statement, Mr. Mc- 
Lain, and it will be helpful tous. You have recalled to my mind what 
happened during the hearings in Los Angeles and I shall be interested 
in having the committee staff check up on the whys and wherefores 
for that. Iappreciate that very much. 

Mr. McLary. Thank you very much. 

Mr. Rarns. Any questions, Mrs. Sullivan ? 

Mrs. Sutiivan. I have 1 or 2 I would like to ask. Mr. McLain, 
apparently there has been some activity in the administration’s present 
program for housing for the elderly and I believe they have actually 
started two projects. 

Do you know about those ? 

Mr. McLarty. That they have actually started two projects in Cali- 
fornia? 

Mrs. Sutiivan. I don’t know where they have started them. I was 
going to ask you if you know anything about the projects started 
under the administration’s present program. 

Mr. McLarn. I understand there have been some projects already 
started and reconstruction also in many instances under the housing 
for the elderly. | 
Mrs. Sunnivan. You are not familiar of where those two projects 
are? 
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Mr. McLarn. The ones in California are the only ones I am aware of. 

Mrs. Sutzivan. Are you aware what rent is being charged the 
elderly there? 

Mr. McLatrn. Well, the ones in California, they are charging $165 
a month and they have to pay, as I pointed out, up to $18, 000. 

Mrs. Sutuivan. Those are the only ones that were mentioned in 
your testimony ¢ 

Mr. McLarn. Yes, Mrs. Sullivan. The high-priced ones. 

Yes, that seems to be prevalent throughout California with which I 
am familiar. Some places the amount “they charge to get in there is 
out of this world. I have even heard up to $25,000 and $ $30,000 and 
then they charge them a high monthly charge. 

Mrs. Suutivan. The residences occupied by those people were in- 
sured under the FHA program ? 

Mr. McLain. Yes, ma’am. 

Mrs. Sutiivan. I agree with you about the elderly people wanting 
to hold onto possessions. I think any of us who have had any experi- 
ence with older people know they just can’t let loose even though they 
know they are never going to use them. 

Mr. McLain. It gives them a feeling of security. 

Mrs. SuLiivan. Suitable housing for the elderly who need it is a 
problem that certainly has to be solved. The Senate bill has a provi- 
sion for FHA insurance for profit nursing homes primarily for the 
elderly. What do you think of this proposed new program ? 

Mr. McLain. Well, I think they have provisions not only for nurs- 
ing homes but for housing for the elderly. You have in our country 
20° million people 60 years of age and over. Every encour agement 
that is given, I don’t think it will be until a long, long time, if ever, 
that the problem would ever be adequately taken care of for their 
housing. I have no objection to profit corporations building housing 
for the elderly or anything that would stimulate the building of ade- 
quate low-rental units for the elderly. 

Mrs. Sutiivan. If the provisions would be kept in the bill for the 
nursing homes, do you think there would be any need for regulation 
of rates charged ? 

Mr. McLain. Definitely, absolutely ; yes, ma’am. 

Mrs. Sutiivan. I am extremely interested in this question. I don’t 
know how to question you on this now because I am not fully ac- 
quainted with your background. 

Mr. McLain. Well, I have had 20 years with the elderly people. 
In other words, I am growing old in the harness. 

Mrs. Suntivan. Well, the idea certainly needs to be worked on and 
something done to create interest all over the country in providing 
housing for the elderly, and I can assure you that the information 
that you have given us today is good food for thought. 

Mr. McLain. I am very pleased with the attitude I have found 
with the members of this committee regarding low-cost housing for 
the elderly. Those are the people who need it the most. 

We felt so bad 2 years ago that your bill did not pass the Congress. 

Mrs. Suntivan. When we see the older people who have been left 
alone, we realize there is some need for a decent place to live where 
their pension checks will take care of them. That is all many of them 
have. 
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Mr. McLain. That is what we are trying to achieve, so that they 
call pay an amount that will take care of them. 

Mrs. Sutiivan. Well, I think there is much work to be done along 
that line. 

Mr. McLatn. I haven’t revealed it in my statement here, but we 
have a terrific program. Not only have we provided for a top manage- 
ment but also a director of recreation. We will put in not only hob- 
bies but we will enable these elderly people to use their hands and not 
sit around like a bunch of people waiting to die as I have seen them 
in some of the high-priced housing for the elderly in California. 

Mrs. Sutiivan. For your information, through the efforts of just 
one woman in St. Louis, she has started with the backing of a number 
of the labor groups in the area, homes for women who have no other 
pli we to £0, who are too old to work and who are living on some $30, 

$40, and $50 social-security checks, and they are managing to keep 
those women in individual rooms, in small buildings where they have 
a beautiful kitchen and dining room and serve adequate meals. The 
atmosphere is very pleasant and the women are contented. 

Of course, these homes have been helped at various times by labor 
unions who have been interested in this women’s project, but it has 
shown that with some proper planning and with the assistance of 
groups who want to go into it, something can be done, to provide a 
place to live for women or men who must live their retirement years 
on a small retirement ae. 

Mr. McLatn. Well, I do hope, Mrs. Sullivan, when we have this 
project out here completed, next year that you will be able to come 
along with the committee, because we believe it will make your heart 
feel very warm and good to see what we intend to put into effect, and 
if we can do it there, they can do it all over the United States. 

Mrs. Sutuivan. I hope we can live long enough to see it done. 

Mr. McLarn. Just next year. 

Mrs. — LivAN. Thank you. 

Mr. Rarns. Mr. Betts. 

Mr. Berrs. Mr. McLain, I think you have given a very convincing 
statement. 

Mr. McLain. Thank you very much. 

Mr. Berrs. I wouldn’t want to commit myself completely on it, 
but I will certainly give it sympathetic consideration. You stated 
some apparent truths on page 2 that we can all devote ourselves to. 
You are working in an area where there is not only small income but 
fixed income. ‘These people find the mselve ‘son a pension with a fixed 
income and a constantly rising cost of living, and that is a problem. 

Mr. McLain. Yes, sir 

Mr. Berrs. _— in your Los Angeles project, just to get the 


mechanics of it a little bit more—I mean your Fresno project—what 
is the total cost of the project ? 

Mr. McLary. That will run about $314 million. 

Mr. Diiris. Now, Go you Have abl inibial loa from some pp vate 
source 

Mr. McLain. Yes. Now that things have eased up a little bit, 


from what I understand, we will get it from the bank, one of the 
banks in California. 
Mr. Berrs. In other words, the bank is the initial lender and it 
is insured by FHA? 
28431—58 17 
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Mr. McLarty. Yes, sir. 

Mr. Berrs. I was impressed with the prices there; they are low. 

Mr. McLarn. Yes, they are, but we have been able to prove to the 
FHA authorities in the San Francisco office that we can make it. 

Mr. Berts. Now, from your experience do you find that nonprofit 
organizations are eager and willing to enter into this program ‘ 

Mr. McLain. W ell, I have found a lot of interest throughout the 
State of California, but, as I say, unfortunately the interest is con- 
fined to the well-to-do elderly people. This is my legislative assistant. 

Miss Cutpers. We have also had a lot of interest in the low cost 

* low rent, but this generally comes from people who have very 
aga intention and very good hearts but very little money and they 
have been stopped by the 10-percent-equity requirement and the stiff 
requirements. They are, generally speaking, very well thought of 
in the community and very capable people, but if there is no money 
to be made, there is generally not much money to be invested in 
making no money. The interest is there but the laws are going to 
have to be liberalized before it will bear fruit. 

Mr. Berrs. Well, I was wondering, assuming there is a problem, and 
assuming we create the mechanism for meeting it, 1 am wondering 
what response we will meet with from these groups, these nonprofit 
organizations. 

Mr. McLarty. Do you mean the ones that want to get into the low 
housing? I think you will have very tremendous requests. In fact, 
from what I understand from the various FHA offices in ( valifornia, 
they have been practically snowed under with requests, but they have 
had to turn 99 percent away, unless they were a group that had the 
finance and the background, who were going into the housing from 
the well-to-do elderly people. 

Mr. Berrs. You think the hundred-percent insurance would remove 
that difficulty ? 

Mr. McLary. Very definitely, because we have other problems, not 
only the problem of maintenance, but the problem of furnishing these 
places which will be quite an item and will have to take a lot of sponsor 
equity and funds into it. 

Mr. Berrs. Do you know what the condition is in other States? Has 
there been response ¢ 

Mr. McLarn. I attended a hearing on housing for the elderly over 
at the National Association of Builders some weeks ago, and they had 
builders there from all over the country, and they had the FHA, Mrs. 
Cleverly, and the other FHA authorities were there to explain to them 
what it was all about, so I happened to have my presentation that I 
made to the Senate with me, and I showed it to some of the gentlemen 
when we were having lunch, and a big builder in North Carolina was 
tremendously interested, and also one in New Jersey, and, in fact, the 
one in New Jersey intends to go right ahead and build one of these 
projects, and I told him to wait because of the nonprofit aspect which 
would take so much tying up of their funds, to wait until they saw what 
happened to this bill, and they might be able to build what you say as 
a profit group, so there is a great. deal of interest, and I am quite sure 
it will be stepped up. 

Mr. Berrs. What are the terms of this Fresno loan ? 
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Mr. McLarn. Under the present 207, the requirements under 207. 

Miss Cutipers. May I make one observation along the lines of your 
question? Last year I had the opportunity to talk with several officials 
of the Eagles, and the Eagles have shown great interest in this problem 
throughout the country, and I was left with the i impression they were 
raising their membership a dollar per person per year in the hopes 
of getting the equity money to build some low-cost housing for the 
elderly people, and I left with the impression they would go ahead 
immediately if they had the funds or if the law was liberalized to 
permit them to enter this field. 

Mr. Rains. Thank you very much for appearing, both of you. We 
are glad to have you and we appreciate your statement. 

Mr. McLain. ‘Thank you, Mr. C hairman. 

Mr. Rains. The next witness is Mr. Harry Held, on behalf of the 
National Association of Mutual Savings Banks. Come around, Mr. 
Held. We are glad to have you before our committee again, 


STATEMENT OF HARRY HELD, REPRESENTING THE NATIONAL 
ASSOCIATION OF MUTUAL SAVINGS BANKS 


Mr. Herp. Thank you. Mr. Chairman and members of the com- 
mittee, my name is Harry Held and I am a vice president of the 
Bowery Savings Bank in New York City, N. Y. I am appearing 
as chairman of the committee on mortgage investments of the Na- 
tional Association of Mutual Savings Banks. Our organization 
represents the mutual savings banks, institutions which are 
operated solely for the benefit of depositors and whose assets are en- 
tirely depositor owned. There are 520 mutual savings banks located 
in 17 States, primarily those of New England, New Yor k, New 
Jersey, and Pennsylvania. These banks have a total deposit liability 
of nearly $33 billion and assets in excess of $36 billion. They have 
over 22 million depositors and continue to carry on their traditional 
fnuction as depositories for small savers, 

The mortgage investments of mutual savings banks, amounting to 

nearly $22 billion and about three-fifths of total assets, include loans 
made on properties, mainly residential, in every State in the country, 
Puerto Rico and Alaska. With Alaska soon to become our 49th 
State, it will no longer be necessary to single out that area. Our 
national association includes nearly all of the savings banks in the 
Nation which have over 90 percent of the assets of the industry. 

I appreciate the opportunity given to our industry to comment on 
the various bills pending before this committee. My remarks relate 
to the main provisions of the bill reported by the ‘Senate Banking 
and Currency Committee, 8. 4035, the Housing Act of 1958, as well 
as to the various bills introduced by Members of the House. 

First, with reference to S. 4035, we favor section 103 (a) which 
authorizes an increase in the maximum amounts of FHA mortgage 
insurance under section 203 from $20,000 to $22,500 on one- family 
houses, from $20,000 to $25,000 on two-family units, and from $ 27,500 
to $30,000 on three- family units. These proposed new ceilings are a 
recognition of the rise in housing prices which has occurred over the 
past several years and will en: able FHA to better meet home mor tyage 
lending requirements under present-day circumstances. 
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We approve, also, of section 103 (b), which would permit loans to 
builders on the same terms as to owner-occupants under the present 
section 203 (b), provided that 15 percent of the mortgage proceeds 
are placed in escrow for an 18-month period pending the securing of 
an owner-occupant purchaser, This legislation would eliminate 
costly duplication of financing costs and give added impetus to the 
use of trade-in programs by builders. 

We agree, furthermore, with the provisions of sections LOL and 
105 of S. 4035 because we feel that the increased mortgage insurance 
limits provided for the FHA programs wnder section 207 and section 
213 will act as a stimulus to the production of rental and cooperative 
housing. In connection with these programs, we would urge your 
committee to consider favorably the request of the administration 
to increase the maximum permissible interest rate on outstanding 
balances from 414 to 514 percent. Mortgage ‘iadthote have eased 
considerably in recent months, but 41% percent ‘is still a submarket rate 
of interest. 

As a result, large discounts are required in many areas to bring 
these mortgage yields into competitive range with yields on other 
mortgages ‘and « ‘apital market securities. To administer these pro- 
yrams effectively without the complexities of market discounts, the 

‘HLA Commissioner should at least be given the authority to raise 
maximum interest rates. As indicated at a later point in our testi- 
mony, we would like to go further than this in achieving interest- 
rate flexibility. 

In title II of S. 4035, we are in favor of the program to provide 
mortgage insurance for “housing for the elderly.” We question the 
need, however, to establish a new section 229 for this purpose, when 
the program could be accomplished as well under present section 207. 

We question, further, the need to increase the maximum loan limit 
for nonprofit sponsors from 90 to 100 percent of replacement. cost. 
We believe the FHA experience in this field has demonstrated that 
a 90 percent loan on replacement cost is adequate to meet the inancing 
needs of such sponsors. We would like to raise two other questions 
about the program, the one with respect to economic soundness, the 
other with respect to mortgage insurance for nursing hoiu 

On the first question, we feel that FHA, as a mortgage insuring 
agency, should not insure loans for any purpose unless there is a 
reasonab na expectation that the project will be capable of meeting 
its mortgage obligations. While the term “economically sound” 


used 1 connection vith standard rental housing under section 207 
may cei too broad for application to housing for the elderly, we be 
lieve such projects should be in a position to attain economic sound- 


ness for their type of use. 

We, therefore, suggest that in connection with the insurance of 
mortgages on any suc h project, ee ion be made that the project 
be “econon nically sound for its type of use.” 

On the second question, while we in no way desire to minimize the 
necessity for expanding nursing facilities for our elderly citizens. 
we seriously doubt whether it is appropriate for FHA to insure 


mortgage loans for the construction of such facilities. Even though 
section 229 provides that “the Commissioner shall consult with and 


secure tive ad ce Al 1d reco) mend: ions of the Publie Health Service 
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of the Department of Health, Education and Welfare,” we believe 
that the technical assistance which the Commissioner himself will 
require will be substantial. 

Furthermore, our experience indicates that the determination of 
the “estimated value of the property or projects when the proposed 
improvements are completed” in the case of a nursing home involves 
some very complicated evaluation and underwriting processes. 

We object also to the low maximum interest rate of 414, percent 
for these mortgages, and to the use of the housing insurance fund 
for insurance of loans on nursing homes. At the very least, the pro- 
posal to insure mortgages for construc tion of nursing homes should 
be given more study before FHA adds another special purpose pro- 
gram to its already greatly enlarged activities. 

Our association is opposed to the provisions of section 701 of S. 
4035 which would (1) increase the limit on the amount of each 
mortgage eligible for purchase by FNMA under its secondary mar- 
ket operations from $15,000 to $20,000 and (2) extend for 1 year the 
requirement that FNMA purchase mortgages at par under its special 
assistance functions, 

On the first point, we feel strongly that an increase in mortgage 
amounts would constitute a further extension of governmental 
fin: Lie ing into tl Lie pr iV ate area ot the mortgage mar ket. 

Our association has consistently taken the position that secondary 
market operations of FNMA should be limited strictly to (1) pro- 
viding mortgage funds in areas of capital shortage, and (2) increas- 
ing houidity in the mortgage market. The proposal under section 
701 meets neither of these tests. Even on the merits of the proposal, 
we cannot find any justification for it at the present time. 

Private nen rs are actively competing for mortgages of all kinds 


Ol) 


on terms that are favorable to borrowers. This is true in nearly all 
areas of the Nation, and Indic: atic ns posh to a continuation of the 
ready availability of substantial amounts of mortgage funds in the 


foreseeable future. 

The prop sal to extend for 1] year the par purchase program of 
FNMA under its special assistance function is clearly nothing more 
than an extension of a sup port fac ility for mortgages heattad unreal- 
istic interest rates. In effect FNMA, under this program, is acting 
as a primary lender in order to sustain a submarket interest rate 
structure, This is clearly not in accordance with the original 
expresset d purposes of this government: al facility. 

This type of primary lending operation, as well as the VA direct 
lending program, puts excessive and unnecessary strains on the Fed- 
eral Government. In the area of housing finance, the public interest 
is best served, we feel, when the fullest utilization of funds from pri- 
vate sources is permitted. 

We believe firmly that there is a need for a true standby second 
mortgage market facility. We are equally firm in our belief that 
when the Government undertakes to act as a primary mortgage 
lender, regardless of purpose, such action constitutes an unwarranted 
invasion of an area most efficiently served by private enterprise. This 
invasion is unhealthy and unsound from the point of view of both 
Government and private interests. 
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We have on previous occasions offered detailed comments on the 
proposal included in H. R. 10637 to establish a Home Mortgage 
Guarantee Corporation to insure the top portion of conventional 
mortgage loans. Most of these comments, included in our letter of 
February 19, 1958 to John E. Barriere, staff director of your com- 
mittee, are still pertinent, even though some modifications have been 
made in the basic proposal. We would, however, like to call the com- 
mittee’s attention to recent legislative and economic developments 
which have a bearing on the need for this type of conventional loan 
insurance plan at this time. 

Early this spring, the State of New York enacted legislation per- 
mitting savings banks and State-chartered savings and loan associa- 
tions to lend on mortgages up to 90 percent of the appraised value of 
owner-occupied single-family residences and up to a maximum of 
$25,000. The term of these loans may range up to 30 years or 75 per- 
cent of the home’s remaining useful life, whichever is less. Under 
this new conventional loan provision, an institution is required to set 
aside a reserve of 0.5 percent of the declining balance of each loan. 
That is on a per annum basis. 

Other safeguards are the limiting of such lending to within 50 miles 
of the lender’s principal office and a requirement of certification that 
“the income of the borrower is, in the opinion of those making the 
certification, sufficient to enable him to make the monthly payments” 
and “an estimate of the remaining life of the building.” 

This formula to insure the safety of 90-percent mortgages was 
deemed adequate by the New York State Legislature and the New 
York State Banking Department. 

Referring to this legislation in its recent report on the Housing 
Act of 1958, the Senate Banking and Currency Committes noted that 
the Chairman of the Federal Home Loan Bank Board suggested that 
other States may enact similar legislation. Asa result, the Chairman 
stated that the Board— 
will have to face such situations and undertake to make some arrangements 
— they (Federal savings and loan associations), too, can make such 
oans. 


The Chairman went on further to say that the Federal Home Loan 
Bank Board is now considering a change in its regulations to permit 
uninsured loans up to 90 percent. 

The subcommittee is, of course, aware that the Federal Home Loan 
Bank Board can, under its present authority, amend its regulations 
to permit higher ratio conventional loans for Federal savings and 
loan associations. Such administrative action may well be prefer- 
able to Federal legislation establishing a new instrumentality designed 
to achieve essentially the same purpose. 

On the economic front, mortgage-market conditions have changed 
considerably since the proposal for conventional-mortgage insurance 
was first introduced. In response to a Federal Reserve policy of mone- 
tary ease and reduced borrower demands generally, mortgage funds 
are now readily available, interest rates have been reduced, and mort- 
gage terms are quite favorable to borrowers. In this situation, there- 
fore, there is no longer urgency to liberalize loan terms further to 
stimulate demand for housing. Any lack of demand now evident 
must be attributed more to the effects of economic recession on the 
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willingness and ability of borrowers to undertake long-term mortgage 
obligs ations than to an inadequate volume of mortgage funds available 
on favorable terms. 

Finally, with respect to market stability, it is important that the 
committee recognize that behind the remarkable record of stability 
in conventional loan volume and the equally remarkable record of 
FHA and VA loan instability lies only one major difference—interest- 
rate flexibility. Because lenders and borrowers have been free to 
adjust interest rates and other terms in accordance with changes in 
financial markets, the flow of conventional-mortgage funds has actu- 
ally fluctuated within a narrow range. 

In federally underwritten mortgage markets, however, fixed interest 
rates, established by statute or administrative decision, have inter- 
fered with the free interplay of market forces and have intensified 
the impact of monetary policy on this sector of the real-estate market. 
Thus, the record clearly shows that alternate periods of monetary ease 
and tightness have been accompanied by exaggerated swings in FHA 
and V A mortgage flows. These wide swings s have coincided with the 
narrowing and increasing spread between fixed interest rates on fed- 
erally underwritten contracts and flexible yields on bonds. 

It is noteworthy that the framers of the bill proposing the con- 
ventional mortgage insurance plan, undoubtedly recognizing the 
soundness of flexible interest rates, have provided for such flexibility 
in their proposal. If the committee is impressed with the record of 
conventional loan stability and wishes to achieve a similar record for 
the federally underwritten sector, it should consider seriously a rec- 
ommendation for interest rate flexibility for FHA and VA loans. 

Finally, we can see no justification for legislation proposed in H. R. 
10457 to authorize— 
the Federal Housing Commissioner to purchase certain insured mortgages for 
the purpose of avoiding foreclosure in cases where the mortgagor is in financial 
—" for reasons beyond his control and could not otherwise retain his prop- 
Mortgagees traditionally, even through the depression of the 1930's, 
have extended assistance to needy and deservi ing homeowners in times 
of stress and foreclosure has been instituted only as a last resort. 

Where unemployment or sickness is involved, lenders are under- 
standing, and willing to work out mutually agreeable arrangements 
to cure the default. Since present regulations will enable lenders 
to take care of deserving cases, we see no reason why a homeowner 
who has had the benefit of liberal financing under a Government pro- 
gram should, when in default in his payments, be given preferential 
treatment over another citizen who may have made a substantial 
equity payment in connection with conventional mortgage financing. 

We are also concerned that legislation authorizing the FHA Com- 
missioner to take defaulted loans by assignment might lead to wide- 
spread abuse. This would be true particularly if the Commissioner 
subsequently granted an extension of terms on easier payments. Such 
refinancing arrangements in time of stress might well encourage 
others to intentionally default on their mortgages in the expectation 
that the Commissioner would also modify the terms of their loans. 

Indications are that present defaults are not so much due to unem- 
ployment as to the fact that the economic slump has aggravated the 
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financial problems of owners already overburdened with installment 
debt. In view of these circumstances, the Commissioner would have 
a most difficult time deciding whether a mortgagor “is in financial 
straits for reasons beyond his control.” For all of these res asons, we 
feel that H. R. 10457 represents unwise legislation. 

Once again I would like to express our appreciation for your invi- 
tation to present our views, and trust that they will be of assistance 
to your committee in its deliberations on housing legislation. 

Mr. Rarys. Thank you, Mr. Held, for your statement. We are 
always glad to have your views before this committee. 

Mr. Herp. Thank you, sir. 

Mr. Rarns. They are always pertinent. I have to confess that I 
don’t always agree with them. 

The bill that you talk about at the end of your statement happens 
to be a bill that I introduced. It was not introduced with the idea of 
letting anybody who wants to get out of paying his loan obligations, or 
to take care of someone who is overburdened by imprudent install- 
ment buying. It was introduced at the request of many Members of 
the Congress from urban areas like Detroit where thousands of people 
had been out of work for months in the automobile industry, and 
where there were thousands of FHA homes in jeopardy. They are 
being taken care of now not through the kindness of the le nder but 
by the Commissioner and the insistence that no foreclosures be taken. 

The purpose of the bill was to give—and the Commissioner thinks 
he has enough authority already—but the purpose of the bill was to 
give the Commissioner an added, well, we will call it a weapon to help, 
first of all, the Government having to assume the insurance on those 
mortgages, and secondly to keep the homeowner from losing his home. 

In the light of that fact and in the light of the fact, Mr. Held, that 
the same authority has alws ays been in the law for veterans’ loans, and 
they probably have a better repayment record than FHA—do 
you see anything wrong with giving the Commissioner another weapon 
and allowing him to make the decision as to when to use it, his 
discretion ? 

Mr. Herp. Well, you have situations like Detroit which may arise 
in this economy. Under the VA, as you know, we could waive amorti- 
zation up to a 29-percent balloon payment, something along that line 


which would grant a degree of flexibility, but it is very bine ult, J 
must say, for us as lenders to really discern these deserving cases 
We have had—and I am frank to say this—we have hs as 


in our shop, and we have over a billion dollars worth of morteages. 

Mr. Rarns. I realize, of course, that it might be spotty, there is no 
doubt about that, and it is not sought to be used widely in the general 
picture as of now, but the situation could easily arise, which I don’t 
anticipate, when this authority would be vital. But even though you 
might object to certain specifications of this particular bill, you would 
see no objection to having something similar to VA in it, would you? 

Mr. Herp. No, let’s put it this way: In a conventional loan we can 
make our own decisions. 

Mr. Rarns. Yes. 

Mr. Herp. If we feel it is a deserving case we will work along with 
the fellow. I think in the governmental guaranteed and insured por- 
tion of loans that there should be a degree of flexibility which is given 
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to the Administrator, but I don’t believe that he should be required 
to take an assignment of the mortgage. 

Mr. Rarns. No, I don’t mean to say that he should be required to 
do any of this. I merely mean to say it would be discretionary if he 
thought the situation warranted that type of action. 

Mr. Hexp. You may be interested in a comment from one of my 
mortgage committee members. He says we fear in the procedure 
necessary for the Commissioner to decide whether to exercise his 
option after receiving a notice of default the holding bank would not 
know whether to make every effort to correct the default or to allow 
the default to continue to worsen, hoping that the Commissioner would 
offer bonds. 

Mr. Rats. Well, of course, I go back to the VA for the answer 
to that. We have had many years of experience on that and that has 
not been true in the VA program. 

Mr. Herp. VA has taken back very few properties, incidentally. 
Also if I might, in connection with the Housing Act of 1934, a House 
subcommittee report at that time indicated that the mortgage distress 
which was resulting was due not so much from homeowners’ unem- 
ployment—— 

Mr. Rains. What date was that ? 

Mr. Hep. This is the House committee report in 1934—not so 
much from the homeowners’ unemployment but the inability to re- 
finance short-term mortgages coming due at the rate of $2 billion a 
year. 

Mr. Rains. Turning to another subject, I gather as to the setting 
up of the Home Loan Guarantee Corporation, you don’t think it is 
necessary ? 

Mr. Hep. No, we feel if there is a necessity for 90 percent loan, 
it would be just as well to do it as was done in New York State, 
have the Home Loan Bank Board agree to a formula whereby savings 
and loan associations could make 90 percent loans. 

I might say in connection with the New York State legislation 
that all savings banks and savings and loans were not wholly in 
agreement that they should be given permission to make 90 percent 
loans, and I might also say that there are very few banks in the 
State of New York that are making 90 percent loans. 

As a matter of fact, the Dime Savings Bank which is one of the 
largest and one of the proponents of the 90 percent loan, only made 
14 loans in the first 2 months of operation. 

Mr. Rarns. Now I assume that it is true that in New York State 
even though savings and loan associations, State chartered savings 
and loan associations, can make 90 percent loans under that, I assume 
it likewise is true that not too many of them are making 90 percent 
loans, isn’t that correct ? 

Mr. Hep. That is correct. 

Mr. Rains. The simple truth of it is that the record of the savings 
banks, and the record of say ings and loan associations has been that 
they have been conservative in the amounts, the sizes of loans they 
have made percentagewise, and 1 am not being critical of them. 

Mr. Herp. That is true. 

Mr. Ratns. Now as to the investments which are put into your banks 
and put into federally chartered savings and loan associations which 
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is directly the responsibility of this committee, the prime considera- 
tion is to see that that investment is safe and secure, isn’t it? 

Mr. Hep. That is right. 

Mr. Ratns. Secondly, once that is done, then the second duty of 
the savings bank and the saving and loan associations is to get out as 
much of ‘that credit, cer tainly, of the savings and loan associations 
as possible, in home financing, since that is what they are established 
to do; isn’t that correct ? 

Mr. Hep. That is correct. 

Mr. Rarns. Now if it is safe for the investor to make a 90 percent 
loan under the New York statute and that I see is the shadow that is 
finally going to force some action on this, because it is going to come 
in other States as well, then it likewise would follow that an insurance 
plan which insured 20 percent of the loan would preserve the safety 
of the money invested in the association, wouldn’t it? 

Mr. Herp. That is right. 

Mr. Rarns. Possibly a little more so. 

Mr. Herp. Yes; that is right. Any insurance plan would. 

Mr. Rarns. Now the savings banks, as I understand it, are eligible 
and some few of them are members of the home- loan bank system, 1 
that correct ? 

Mr. Hep. Very few, I think 6 or 7 

Mr. Rarns. But you are ¢ ligible? 

Mr. Her. We are eligible. 

Mr. Rarns. Under the law? 

Mr. Hep. Yes. 

Mr. Ratns. Now you say you are ere to make 90 percent con- 
ventional loans with the mone y which we have just discussed as being 
deposited in your banks. I don’t say you say you are willing to do it, 
but the authority is there? 

Mr. Herp. That is right. 

Mr. Rats. Then what is the real objection from the savings banks 
to this proposed loan-guaranty program ¢ 


Mr. Hetp. Well, actually we don’t have any real objection to it 
except that we think that the same thi io can bea onmaplisied by doing 
the same as was done in New York. We don’t see in effect the need 


for the i nsuring program, if it could te! ne within the framework by 
control of the supervisory authority. 

We further feel that a plan such as this will undoubtedly by a com- 
petitive plan to the FHA. It will eliminate underwriting and s 
forth. I might also read you a quote from a letter from one of the 
members of my committee in connection with this, if I can find it here. 
He said: 

Over the years FHA has been an influence of tremendous stability in the home- 
building industry. It has contributed enormously in matters relating to con- 
struction and to mortgage underwriting, and it has been a strong ally in helping 
to hold the line on prices, so difficult, yet so necessary in these inflationary 
times. 

A plan sponsored by the Federal Home Loan Bank Board would certainly pro- 
duce nothing in the form of construction or underwriting knowledge and prob- 
ably very little anti-inflationary thinking. 

Mr. Rarns. Now I see he says that it has helped to stabilize it and 
yet in your statement you refer to the | instability of FHA loans and 
the st: ability of conventional loans. 
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Mr. Hewp. Not as to the stability of the loans, but as to the stability 
of the interest rate, I am talking merely about the fact that the free 
movement of the interest rate in the conventional market having 
caused less dislocation in that market than in the FHA market, where 
when the interest rate happens to be favorable with other type loans, 
then the FHA and VA activity goes up. but when the other capital 
market goes up, then the VA and FHA activity goes down, whereas 
the conventional loan has very, very little dips. 

It is only the interest rate feature. This applies toward the actual 
properties, themselves 

Mr. Rains. He is not talking about interest rates, then ? 

Mr. Hep. No. 

Mr. Rains. Now let’s talk a little bit about the interest rate. Of 
course, over the years mortgage lenders have asked for what they call 
a flexible interest rate. You know I am one of these persons afraid of 
that word “flexible.” On interest rates it means flex up and on farm 
prices, it means flex down, so I don’t like the word. But on a guaran- 
teed loan program, and I mean an insured program such as FHA, 
don’t you think that a top limit of 6 percent as of now 

Mr. Hevp. Oh, I think a top limit is fine provided that top limit 
gives enough latitude to move with the capital markets. 

Mr. Rains. I am not going to try to pin you down because I realize 
no one can make a statement that would take into account the interest 
factors all over the Nation, but I think you would agree that a 6-per- 
cent rate on FHA under the present market, as of today, gives the Com- 
missioner enough flexibility now, don’t you think so? 

Mr. Hetp. Yes, sir. 

Mr. Rains. On the interest rate question, if we put this plan into 
effect, what would you think of the proposition, Mr. Held, of not 
setting a rigid ceiling but rather directing the Home Loan Bank 
Board to exercise the polici Ing necessary to assure that interest rates 
are kept at reasonable levels ¢ 

Mr. Herp. I am very happy you brought that up because under ar 
conventional loan plan in New York, these mortgages are being made a 
534 percent with no regulation on the ceiling. 

Mr. Rains. Noregulation at all? 

Mr. Hep. No, sir. I mean there is the statutory regulation in the 
State of New York of 6 percent on mortgages, but the going rate is 
534 percent, which taking one-half of 1 percent for reserve ‘actually 
gives en earning of 514 percent. 

Mr. Rains. There would be sections of this country though where 
the rates you stated likely wouldn’t be the going rate ? 

Mr. Hevp. That is right; yes, sir. I might say this 

Mr. Rains. The reason I ask you that question is I am one who 
usually believes in fixing a top limit specifically but I can recognize 
the fact and further that this is not a Government program that we 
envision, that it might not be wise to set. a rigid ceiling but instead give 
to the controlling agency the authority to keep it in line. 

I wondered if you felt that would be reasonable ? 

Mr. Herp. Well, I think that would be reasonable. However, I do 
feel this: With the new certified agency program of the FHA, I 
think that they have finally cracked this question of getting into 
smaller areas with FHA loans. Some 234 savings and loan asso- 
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ciations are now qualified, as I understand it, under that particular 
program. The program is in effect in its infancy being about 9 
months old and they are expanding out into various areas, and with 
the breakdown under this CAP program of a certified lender being 
able to certify to FHA without going through all of the roundrobin, 
I think that you have No. 1, your control on interest rate; No. 2, you 
have your benefit of your underwriting; No. 3, you have a supervision 
or authority which is equipped to handle this particular operation. 

I frankly do not believe that the Home Loan Bank Board is 
equipped to handle an operation like this over a long period of time. 

Mr. Rarns. Well, of course, that question can be debated on both 
sides, which I don’t have time to do now. I don’t quite agree with 
that statement, but we won't go into that now. We will talk about 
the CAP program. I am very interested in the program because one 
of the pilot operations is in my State of Alabama and while I can 
see that it has great possibilities, I also have to say that as of now, I 
don’t think they are making too much progress with it. 

I think it is too bogged down and tied up in redtape. It is failing 
to receive the cooperation of the career employees inside the agencies 
and unless some real crackdown is made, it is going to stumble and fall 
flat on its face. I want that to stay in the record so Mr. Mason will 
see it because that is my observ: ation as to what is going on in my 
State of Alabama. 

Now I think that it has great possibilities and it ought to be carried 
out to the last letter because in my State it still takes 60 or 90 days to 
get an FHA approval. That makes me fee] FHA is falling down on 
the job in the matter of getting action for lenders, builders, and home 
buyers. 

That makes me push a little harder for this type of program. 

Mr. Hep. Of course, in Pennsylvania it has taken from about 48 
hours to about 4 days to process a loan. Part of the reason for the 
difficulty in processing may be because of the fact that the people 
that are handling it are not educated in this particular operation and 
I think that that develops as time goes on. 

I think basically the plan, itself, has demonstrated that you can close 
a loan—as a matter of fact, they tell me there was one loan closed 
within 8 hours after the application. 

Mr. Rarns. Basically I think the plan can work, too, but I am begin- 
ning to wonder if they are going to make it work. That is what has 
me worried. Well, I would like to ask you a lot more questions, but 
we have a lot of other witnesses and my colleagues would like to ask 
some questions. 

Mr. Herp. If I might make one remark in connection with this 


home loan guaranty plan. In New York, and this is based on the 
first 2 months of experience, and if you wish, I can leave this article 
which was in the New York Times which reviewed the whole situa- 
tion, according to Fred W. Jackson, vice president of the Dime 
Savings, the new law is not effective for homes priced above $18,000 


where its terms most closely resemble those of VA and FHA, and 
where Government-backed mortgages lose their prime effectiveness. 
Mr. Rarns. In other words, you say it operates mostly in the higher 
income brackets ? 
Mr. Hep. Yes; and as I say, I will be happy to leave this with the 
clerk here. 
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Mr. Rarys. I would like to see the article. 

Mr. Hep. Very well. 

Mr. Rarns. Mrs. Sullivan. 

Mrs. Sutiivan. I have one comment or question. Mr. Held on 
pages 2 and 3 of your statement you comment on the problem of housing 
for the elderly. 

Mr. Herp. Yes, ma’am. 

Mrs. Sutiivan. I note you object to the proposal to permit non 
profit corporations to build housing for the elderly with a 100-percent 
loan. 

Mr. Herp. That is right. 

Mrs. Sutiivan. Well, I can’t agree with you on that because I think 
these projects are worthy, that we should not put a financial burden 
on a nonprofit sponsor. But more basically, Mr. Held, are you sat- 
isfied that with the 5 percent financing costs under the present pro- 
eram, that we can build housing in quantity for the elderly at rents 
which most of them can afford ? 

Mr. Hevp. It all depends upon what we consider as being what most 
of them can afford. As I understand my experience, we had a devel- 
opment of one-family houses out on Long Island which started off as 
being built specifically for the elderly. It was a good 414-room house 
all on one level and took care of all of their needs. We had about 
24 percent of the houses bought by elderly people. 

It was very low cost. Out of the 24 bought, 10 were bought with- 
out any mortgage on them, and we had requests for mortgages on the 
balance running anywhere from $500 up to $4,000, and in only 4 cases 
were we requested to make a full loan with the use of a coendorser. 

Mrs. Suttivan. Well, I am not speaking particularly of the indi- 
vidual house, but of a large building, or a project sort of apartments. 
Why shouldn’t we institute a new loan program along the lines of the 
college housing program with a very low interest rate, somewhere 
around 3 percent, which would permit these nonprofit corporations 
to charge rents which the older folks could afford ¢ 

Mr. Herp. Well, I think you probably are going to have to institute 
such a program for the gee people, the people that have to live 
on just social security. I do believe that private enterpirse can build 
for those people w ho can afford a higher rent than those that are within 
the social-security bracket, limited to social security. 

There are a great many problems on it. Iam on the Advisory Com- 
mittee to HHFA on housing for the elderly and I have attended the 
workshop conferences out at the University of Michigan and talked 
before the home builders on financing of housing for the elderly, and 
there ure a great many problems that are involved, but interest is 
being stimulated. 

I talked before the home builders in Chicago in January and it 
happened to be reprinted in a Newark newspaper. I got two letters 
from people in New Jersey, one from the owner of a nursing home 
that owned 20 or 25 acres a he said, “Why can’t I, as part of this, put 
up a housing de cians for elderly people. Here is this facility 
in the event that they have to come into a nursing facility; and how 
do IT go about it”? 

Well, I sent him down to see Carl Mitnick in Merchantville who 
has done this magnificent job of housing the elderly. Also there 
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was another party that owned almost 3 square miles in a very, very 
lovely area of New Jersey, with lakes and everything else. They 
wanted to develop an entire city entirely for elderly people, no chil- 
dren, so that they will have no school taxes, they will keep their tax 
base down to a bare minimum because they will have no schools there, 
and a community house. 

This is the thinking that is going on in connection with this. 

Mrs. Sutiivan. I am glad to have your comment on it. That is 
all. Thank you, Mr. C hairman. 

Mr. Rarns. Mr. Betts. 

Mr. Berrs. Mr. Held, several witnesses including yourself called 
our attention to this recent New York legislation raising the loan-to- 

value ratio to 90 percent. Without asking to be too personal but to 
further express your attitude on it, would you care to express what 
personal experience you have had ? 

Mr. Hep. We have not made any 90-percent loans in our institu- 
tion. The Dime Savings Bank of Brooklyn which was in effect one 
of the cosponsors of the bill, and 1 or 2 Queens sav ings banks operat- 
ing in Nassau County, and a Buffalo bank are starting to make 90- 
percent loans as a package for a builder, FHA, VA, regular conven- 
tional, and 90-percent conventional. 

But in most cases, I believe they are limiting the number of 90- 
percent loans which they will take in any single development. 

Mr. Berrs. Mr. Bubb yesterday, appearing for the Savings & Loan 
League, presented a proposed bill which included a provision that 
all lending agencies, including banks and insurance companies, should 
be included in this home guaranty loan program. Are you familiar 
with that? 

Mr. Hevp. I am not familiar with what he proposed yesterday, but 
TI am familiar with what was in the original bill which required seven 
one-hundredths of 1 percent stock participation by banks which in 
effect would foreclose most of the banks except possibly a few local 
banks, so that to all intents and purposes, as I wrote to Mr. Barriere, 
it would become a one-industry plan anyway. 

Mr. Berrs. You think it would be inapplicable as to banks and 
insurance companies ? 

Mr. Hep. As I say, I don’t know about the new plan as to what 
provision there is for participation by other institutions. 

Mr. Berrs. Would you care to comment on that ? 

Mr. Hexp. Comment on the general thing? Well, first of all you 
would have to get enabling legislation for all other types of institu- 
tions to participate in the. plan. We already have enabling legisla- 
tion for FHA but we would have to get that. 

Secondly, there would be a question of whether the State authori- 
ties would feel that the plan was feasible for other institutions includ- 
ing their State-chartered savings and loan institutions. That would 
be a 2- or 3-year proposition. 

Mr. Berrs. That is all. 

Mr. Hew. I might say this. In commenting originally on the legis- 
lation, the real-estate editor of the World Telegram said while the 
Dime Bank and several of the other larger savings banks and savings 
associations are extremely pleased with this new State authorization 
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for 90-percent loans, full success of the plan will rest with some of the 
smaller institutions. 

For these banks it will mean setting up added personnel for credit 
checks and also inspection teams for older houses and new construction, 
a routine formerly handled by FHA and VA for builders with GI 
financing. 

Mr. Rarns. Mr. Held, I want to thank you for your testimony. Are 
there other questions ? 

Mr. Berts. Well, I wanted to ask him to comment on one thing that 
I don’t think has been brought out here, the matter of half a percent 
of the reserve balance on the loan per year. That is equivalent to the 
premium charge of FHA. 

Mr. Hexp. That is correct, yes; but it is returned by the bank as a 
reserve against those loans. 

Mr. Rarns. Thank you very much for your appearance and for your 
very able testimony. 

Mr. Hevp. Thank you, sir. 

Mr. Rarns. Our next witnesses speak on behalf of the American Life 
Convention and Life Insurance Association of America, Mr. R. Man- 
ning Brown, accompanied by my good friend, Mr. Ehney Camp, and 
Mr. James O’Leary. Come around, gentlemen. 

Good morning, gentlemen. I am glad to see you. I see you have 
a statement here, Mr. Brown; are you going to present the statement? 

Mr. Brown. I would like to, Mr. Chairman, if that is all right with 
you. 

Mr. Rarns. Yes. We would be glad for you to proceed and I would 
like to tell the gentlemen we have only 45 minutes because we want to 
be out of here at 12:15. So you may proceed. 


STATEMENT OF R. MANNING BROWN, JR., ACCOMPANIED BY EHNEY 
A. CAMP, JR., AND DR. JAMES J. 0’ LEARY, ON BEHALF OF AMERI- 
CAN LIFE CONVENTION AND LIFE INSURANCE ASSOCIATION OF 
AMERICA 


Mr. Brown. Mr. Chairman, we appreciate the opportunity to be 
heard. My name is R. Manning Brown, Jr., and I am vice president 
in charge of real estate and mortgage loans, the New York Life Insur- 
ance Co., New York City. 

Incidentally at the present time I am also serving as chairman of our 
industry mortgage committee. My associates are Ehney A. Camp, Jr., 
vice president and treasurer, the Liberty National Life Insurance Co., 
Birmingham, Ala., and James J. O’Leary, director of economic re- 
search, Life Insurance Association of America, New York City. This 
statement is being made in behalf of the American Life Convention 
and the Life Insurance Association of America. These two associa- 
tions have a combined membership of 275 life-insurance companies 
which hold 96 percent of the assets of all the companies in the United 
States. We welcome the opportunity to express our view on pending 
housing legislation. 

The life-insurance companies of the Nation have, of course, a vital 
interest in housing and mortgage matters. During the 12-year period 
from 1946 through 1957, inclusive, the life-insurance companies made 
a total of $38.6 billion of residential mortgage loans, of which $10.7 
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billion were FHA mortgages, $10.2 billion were VA mortgages, and 
$17.7 billion were uninsured mortgages. 

Incidentally if you assume an average mortgage of $10,000, the life- 
insurance companies have aided nearly 4 million families to become 
homeowners in the postwar period. The life companies have been 
consistently the largest investor in Government-insured and guaran- 
teed mortgages. Home mortgages have always provided a safe and 
desirable investment for the savings which over 100 million people 
now build up through their life insurance. These savings have in turn 
contributed much to the enormous growth of homeownership in this 
country. For these reasons it would be against public policy to impede 
the free flow of life-insurance savings into home mortgage 

I would like to say a few things regarding our gene ral siaenkied as 
to H. R. 10637, the Home Loan Guarantee ( ‘orpor: ation Act. We have 
studied the provisions of this bill and we are convinced that they would 
establish a program which would be discriminatory, unsound finan- 
cially, and most undesirable from the viewpoint of Government organ- 
ization and policy. The specific reasons for this conviction will be 
discussed presently. 

At the same time, we believe that the idea of insurance of the top 
portion of a residential mortgage plan, with a coinsurance feature, is 
worthy of serious consideration. Despite the fact that this particular 
bill has in our opinion many deficiencies and should, therefore, be 
rejected, the basic idea should be given further careful study. This 
is not emergency legislation so that there is ample time to be sure that 
the proposal i is implemented i in the soundest possible way. 

We believe also that in further study of the idea, p articular attention 
should be given to whether it can be developed soundly as part of the 
program of mortgage-loan insurance under the Federal Housing Ad- 
ministration. It would thus be available to all types of residential 
mortgage investors, removing any possible chance of discrimination, 
and would have the safeguards of being administered by an agency 
which has had a long and successful experience in the morigage-insur- 
ance field. Moreover, this would avoid further cumbersome over- 
lapping of administrative functions in the Government-insured mort- 
gage field. The overlapping now present as between FHA and VA 
should not be further compounded. 

The following are the specific criticism and objections which we 
have to the bill: 

(1) Life-insurance companies would not be able to participate in 
the loan-guaranty program as provided in the bill. This is so despite 
the fact that under sections 6 and 13 life-insurance companies are 
specifically designated as eligible for participation. As a matter of 
fact, however, under the loan-; guaranty program as outlined in section 

3, most life-insurance companies could not participate under State 
laws regulating their investments even though permitted to do so 
under the bill. 

The reason is as follows: Under the terms of section 13 (a) (2), 
loans in an amount up to 90 percent of the appraised value of the 
property are eligible for guaranty. In addition, the guaranty, itself, 
cannot be in excess of 90 ] percent of 20 percent of the amount of the 
mortgage. 


HOUSING ACT OF 1958 265 


Loans made by life-insurance companies at these maximum terms 
would involve a violation of most if not all State laws regulating life- 
insurance company investments in mortgages. These laws in most 
States stipulate that mortgage loans cannot exceed two-thirds of the 
appraised value of the property unless insured by FHA or guaranteed 
by VA. In order to bring out this point more clearly, let us take a 
specific example. Let us assume that a guaranty is sought under the 
terms of the bill on a home with an appraised value of $20,000. Under 
the provisions of section 13 (a) (2) a loan of 90 percent of this 
appraised value, or $18,000, could be made. 

Also under the provisions of section 13 (c), the guaranty would be 
limited to $3,240. This is derived by taking 20 percent of the $18,000, 
or $3,600, and applying a 90-percent factor to it. 

Under nearly all existing State laws, on the same house a life-in 
surance company would be permitted to make a conventional or un- 
insured mortgage loan equal to two-thirds of the appraised value, or 
for $15,333. Beyond this, if State legislatures accepted the guaranty 
under this bill (and this would require State legislation), the life com- 
panies would be able to increase their conventional loan by an addi- 
tional $3,240 (that is the amount of the guaranty, assuming that the 
Home Loan Guarantee Cor poration would compute the guaranty on 
the maximum loan which could be made) bringing their total per- 
mitted loan amount to $16,573. This would represent, however, a 
maximum loan equal to 82.8 percent of the appraised value of the 
property. Life-insurance companies as a general rule could not go 
to the 90 percent maximum stipulated in the bill. 

In view of the fact that the big bulk of the loans would be made ai 
the maximum, this would have the practical effect of making it im- 
possible for life-insurance companies to take part in the program 
although specifically permitted to do so in the bill. 

(2) The provisions of the bill regarding payment of the guaranty 
in the event of default and foreclosure would invite a dumping of 
properties on the market in times of depression, further depressing 
real-estate values through numerous forced sales. The bill in section 
13 (e) provides that if, at any time before the loan is paid down to 
50 percent of the original approved appraisal, the mortgagee elects 
to foreclose the mortgage pursuant to its terms, the mortgagee shall 
give the Home Toan Guarantee ( ‘orporation 30 days’ notice before 
instituting foreclosure. 

Within this period the corporation would appraise the property 
and— 
give consideration to the collectibility of the debt from the security and from 
the obligor or obligors on the mortgage. 


It is further provided that the Corporation shall, within 30 days 

(1) pay the holder the amount invested in the mortgage and take transfer 
of the same, (2) pay the percentage of the unpaid principal which is guaranteed 
in cash plus any foreclosure costs and outlays, including attorneys’ fees which 
are guaranteed, or (8) pay the holder in cash the amount guaranteed which is 


in excess of such foreclosure appraisal if the holder is willing within such 30 
days to keep the security and settle on that basis. 


Regardless of the options which are exercised in this procedure, 1 
is clear that in a period of depression the Home Loan Guarantee Corpo- 
ration would be involved in a major job of managing distressed real 
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estate. More important, the method of settlement would invite unfor- 
tunate dumping of real estate on distressed markets. This situation is 
in marked contrast to the excellent procedure followed by FHA. Ifthe 
proposal in this bill were enacted as part of the FHA program, the 
problem of how to pay insurance claims would be eliminated. 

In the case of FHA mortgage insurance, Congress has provided a 
system of paying losses under which the FHA te akes title to the prop- 
erty in the event of default and is thus able to hold the property during 
times of depression in order to avoid widespread forced sales which 
would aggravate deflationary forces in such a period. 

Pending the liquidation of acquired properties, the FHA is able to 
pay its insurance claims by the issuance of long-term debentures. 
By the time the debentures become due the FHA will have had the 
opportunity to acquire the cash needed for paying off the debentures. 
First, the FHA would have been receiving in the meantime periodic 
payments relating to the thousands of older mortgages in which there 
has been no default. Secondly, the FHA would be receiving the 
proceeds of a gradual and orderly liquidation of acquired properties. 

Under H. R. 10637 there is no comparable provision for the pay- 
ment of insurance claims through the issuance of debentures. We 
understand that when this proposal was considered by the Subcom- 
mittee on Housing of the Senate Banking and Currency Committee, 
an amendment was introduced giving the Corporation the option of 
paying insurance claims through cash or the issuance of debentures. 
It is noteworthy, however, that in section 14 the bill calls for a single 
premium payable at the time of the guaranty of the loan. 

This would mean, therefore, that unlike the present FHA system 
there would be no additional income flowing in from previously 
written mortgage insurance in connection with undefaulted mort- 
gages This income would be needed even though losses were paid 
by the Corporation through the issuance of debentures. It is true 
that additional insurance premiums would be received with respect 
to new insurance business but these premiums would undoubtedly be 
needed to cover reserves for losses and administrative costs in con- 
nection with the new business. 

Beyond this from the standpoint of investor confidence in a period 
of heavy foreclosures of mortgages, it is one thing for the FHA to 
issue fully Government guar anteed debentures to cover losses and 
= another thing for an institution such as the proposed Home 

oan Guarantee Corporation to issue debentures which do not carry 
a clear Government guaranty and which may not be of investment 
quality at the time of issue. 

We believe, therefore, that much more careful thought needs to be 
given to the procedures to be followed in case of foreclosure and 
payment of guaranty claims. Moreover, we doubt very much that it 
is wise public policy to create a new agency to manage and liquidate 
foreclosed properties when we already have a highly competent agency 
in the FHA. 

(3) Under the bill the Federal Home Loan Bank Board would 
be placed in a difficult position involving a conflict of interest among 
its own functions. The difficulty stems from the fact that FHLBB 
is not organized to undertake a mortgage insurance operation. Un- 
like the FHA, which has been conducting a mortgage insurance 
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operation (including property management functions) for nearly a 
quarter of a century, the FHLBB is mainly a central banking system 
for savings and loan associations. 

Through the Home Loan banks, the Federal Savings and Loan 
Insurance Corporation, and in other ways, the FHLBB devotes a 
major portion of its energies to the exercising of regulatory and 
quasi-judicial functions. 

There is a serious question of whether it would be consistent with 
good public policy for such an agency as the FHLBB to enter into 
business dulints on an operating basis with financial institutions 
which it regulates and supervises. 

The present regulatory functions of the FHLBB have great impor- 
tance to a major area of our national economy. The program con- 
templated in H. R. 10637 would inject the Board into mortgage 
financing operations throughout the country carried out through the 
very lending institutions which the Boar charters, regulates, and 
supervises. 

This would be a dangerous departure from every sound precedent. 
Acting as operator of the new insurance program, the FHLBB would 
compete directly with the FHA and VA in the mortgage field in the 
interest of its lenders. 

On the other hand, acting as a supervisory agency it would then 
have the responsibility of seeing that these operations were conducted 
within the self- — restrictions designed to protect investors 
and the general public. An agency carrying on a competing mort- 
gage-insurance business is hardly the agency to write restraining 
regulations. 

(4) The proposed new corporation to be set up in this bill would 
constitute an additional and unnecessary Government agency in the 
home mortgage-insurance field which would duplicate many existing 
functions and inevitably create confusion for consumers, builders, 
lenders, and the public in general. One of our most troublesome 
problems already is the difficulty of overlapping functions and coordi- 
nation of the FHA and VA. This new facility to be created in this 
bill would simply compound this difficulty. 

It seems to us that mortgage-insurance functions by the Federal 
Government such as those envisaged by this bill should be adminis- 
tered within the framework of the Housing and Home Finance Agency 
. should appropriately be administered by the FHA. 

(5) In the event of a pronounced business downturn and a wave of 
foreclosures on mortgages guaranteed under this bill, in our opinion 
there would inevitably be a drain on the United States Treasury 
despite arguments to the contr ary. 

Proponents of the bill contend that the Federal Government would 
have no financial stake in the operations of the Home Loan Guarantee 
Corporation. It has even been argued that it is in the nature of a 
private insurance corporation. 

We understand that in the final version of the bill as considered by 
the Senate Subcommittee on Housing there was a provision to the 
effect that the payment or satisfaction of any guaranty of the Corpo- 
ration would be limited to the assets of the Corporation and that no 
such guaranty or obligation was to constitute a liability of the United 
States. It is difficult to take such a reassurance seriously. 
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As a practical matter, in the event of a wave of defaults involving 
losses which would go beyond the reserves of the Corporation, it is 
inconceivable that the Federal Government would not step in to 
redress the situation. Under section 2 the Corporation is to be fed 
erally chartered. Under section 3 it is to be operated by the Federal 
Home Loan Bank Board. Under section 4, upon the call of the 
FHLBB, the Federal home loan banks are required to subscribe to 
stock of the Corporation in an aggregate amount up to $50 million. 
Under section 7 it is provided that the Corporation shall be an instru- 
ment: ality of the United States. Under section 9 all obligations of 
the Corporation are to be substantially exempt both as to principal 
and interest, from taxation by the United States Government or any 
State or local government. ; 

Under conditions such as these, and as a practical matter, we find if 
hard to believe that this Corporation would not be regarded as a Fed 
eral Government institution behind which the Federal Government 
would be required to stand and to cover losses in the event of an emer 
gency. In any event, losses would be backed by the Federal Savings 
and Loan Insurance © orporation which has access to $750 million of 
Treasury funds. 

(6) This bill would set in motion a program which could ultimately 
destroy the FHA program as we know it. We believe this would be 
a serious blow to the country because over the years the FHA system 
has contributed a great deal in a sound way to the growth of home 
ownership. This bill would ulti mately destroy the FHA system for 
the following reasons. Under it, free of the property st indards and 
the careful system of inspection and supervision carried out by FHA, 
savings and loan associations would be enabled to make insured loans 
for as long as 25 years on a high loan-to-value basis. The me speci- 
fies that the loan-to-value ratio is not to exceed 90 percent, or is not. to 
exceed the loan-to-value ratios applicable in the various hh classes 
under section 203 of the National Housing Act. 

There is a serious question as to whether this limit would be en- 
forcible without a machinery for appraisals comparable to the FHA. 
Without central control over appraisals by an experienced agency such 
as FHA, which we believe imperative if this program should be en- 
acted, competitive practices might very well lead to many of the loans 
being made in excess of 90 percent of the appraisal. Thus, unsuper- 
vised appraisals along with speed of commitment, long-term amortiza 
tion, high ratio of loan-to-value, and lower insurance premiums would 
give this guaranty program a strong advantage over the FHA 
program. 

We believe that this should be a matter of great concern in that the 
loan guaranty program in this bill would be carried out without the 
advantage of all of the careful standards and the system of inspection 
now used by FHA. We believe that inherent here is a serious threat 
to the home-buying public and to the general public at t large. The 
general public has learned to rely on FHA standards. Public confi- 
dence in Government efforts to help homeowners might collapse if 
unsupervised lending resulted in poor construction, faulty planning, 
and other similiar difficulties. Indeed, it is our understanding th: at 
early this year the FHA gave careful study to the possibility of estab- 
lishing within its framework an insurance program similar to that 
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proposed in this bill. It is our further understanding that the FELA 
has not yet felt itself in a position to advance such a proposal because 
of inability to be sure that such a program can be carried out without 
adversely affecting the consumer and the general public at large. 

In summary, therefore, the life insurance business is strongly op- 
posed to this bill because it is discriminatory, unsound financially, 
most undesirable from the viewpoint of Government organization and 
policy, and it does not give the general public adequate protection 
against unsound home- ‘building and mortgage-lending practices. 
Even though specifically permitted in the bill to participate in the 
loan euaranty program, the life insurance companies could not par- 
ticipate because in doing so they would be in violation of State laws 
regulating their mortgage investments. As some of these State laws 
are drawn, however, they could possibly participate in such a program 
were it under the jurisdiction of the FHA with a Federal guaranty. 
We believe that the idea of insurance of the top portion of a mortgage 
loan, along with coinsurance, may have good possibilities, but ‘that 
there are many questions which have not been satisfactor ily answered 
concerning it and need further study. We urge, therefore, that the 
bill not be enacted. 

It is contended that this bill is needed because it would establish a 
system of residential mortgage insurance which would aid greatly in 
increasing the availability of mortgage loans in small communities 
and in remote areas, and which would greatly shorten the time re- 
quired to process an insured loan. This : argument ignores the great 
strides which have already been made this year toward the same ob- 
jectives by the FHA through the certified agency program. This pro- 
gram, which is being introduced gr adually throughout the country 
with careful safeguards, has already proved that it will greatly in- 
crease the speed of processing FHA loans without any loss of protec- 
tion to the general public, and it will help greatly to insure a fully 
adequate flow of mortgage funds to smaller towns and remote areas. 
Linked with the Voluntary Home Mortgage Credit Program, which 
has made over $300 million of Government-insured mortgage credit 
available in small communities and to minority groups, the certified 
agency program goes far toward solving the two major problems 
which have beset FHA—namely, slowness of processing and difficulty 
of operating in small communities and remote areas. 

This does not mean that, after further careful ; study, it may not be 
wise and desirable to supplement the regular FHA insurance program 
in section 203 with an alternative form of FHA insurance of the top 
portion of a mortgage loan with a coinsurance feature. The life in- 
surance business would be pleased to participate in such a study with 

appropriate housing and mortgage financing authorities of Congress 
and the administrative branches of the Government, as well as rep- 
resentatives of other private groups in the housing and mortgage 
lending field. 

Mr. Rains. Mr. Brown, and gentlemen, as I said to Mr. Cole 
the other day, when he finished his statement, I don’t believe you 
gentlemen are sympathetic to the proposal. 

Mr. Brown. That is the idea we wanted to ¢ onvey, Mr. Chairman. 

Mr. Rarns. I would like to say about 2 or 3 things before I ask 
questions, and I am going to be brief. First of all, I am disappointed 
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that you gentlemen waited so long to oppose it. You assume by your 
statement that nobody else has studied it. You remember that a year 
ago, when I was in the doubtful stage, this committee went to the 
trouble of sending out nationwide a committee print to all types of 
lenders, people of all kinds, saying “What is your opinion of this bill?” 
Nobody said anything. We, in ‘the meantime—the staff of the com- 
mittee, and others who write this legislation—are not as unaware of 
these things as you assume we are, because we have had these points in 
our minds for a long time. You are directing your attention to the 
original bill, and we now have other safeguards. That was only a 
trial balloon, a preliminary test. We would like to have had your 
comments earlier. 

Mr. Brown. On March 23 we did write to Mr. John Barriere, staff 
director, and gave him our opinion. 

Mr. Rats. Of course, that was when you were invited to testify be- 
fore the committee ? 

Mr. Brown. It was in March. 

Mr. Rains. That is in answer to the committee print. Now, then, 
did you make the same suggestion that you make in here? I don’t 
remember the letter offhand. 

Mr. O’Leary. We did make most of the same suggestions. 

Mr. Rarns. Now, one other question. You raise the question—and 
I am a States r ights Democrat, but you raise the question as if it were 
a great bugaboo that the plan would involve a change in State laws. 
Every act we pass, including the FHA, requires a change of State laws 
to conform; even the urban renewal programs, slum clearance pro- 
grams, public housing programs, every housing bill we pass requires 
some action by State legislatures in order to be able to participate, 
so that, after all, is nothing new. It is true that it wold require a 
change, and it required the change of State law in order to enable you 
to partic ip ite in FHA programs. And it would require the « ‘hange of 
State laws in order to enable commercial banks to partic ‘ips ite, but that 
is true of practically every piece of legislation, and in this particula1 
bill it will be necessary for the States to change certain of their laws 
in order to participate. Now, I note that you direct all of your testi- 
mony to this particular plan. 

Am I to understand that you favor all of the other parts of the 
housing bill of the Senate which has been introduced ? 

Mr. Brown. There were two other parts of it that we were a little 
concerned with. One was the extension of par purchase under the 
FNM: , speci: al assistance. 

Mr. Rains. That is special assistance ? 

Mr. Brown. Y es, sir, and also the extension of VA direct le nding, 
because at the present time we feel that there is an adequi ite supply 
of pr ivate funds to do the job, and you are Eee g an unnecessary 
drain on Federal money when these loans can be sae and are 
being purchased through private sources. 

Mr. Rarns. Of course, the VA direct lending program is not be 
fore our committee on the House side. It is on the Senaté side. But 
the Veterans’ Affairs Committee has to handle it over here. I don’t 
know what they anticipate. As for the other item which you mention, 
that has long been a subject of argument before the committee. It is 
the feeling of some people, a great many people, that the special as- 
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sistance programs always have some social objective other than just 
getting a house, and that these programs merit special attention. But 
we are aware of the opposition of other organizations, most of them in 
the lending field. 

Now, as I get your statement, in general, you don’t say that this 
new plan would not work. First of all, you say we need to study it 
more; and secondly, you say, that a coinsurance feature might be good. 
How long do you think we would have to study it? 

Mr, Brown. Before answering that one, could I go back to one 
other remark you made, sir, with respect to the State laws? 

Mr. Ratns. Yes. 

Mr. Brown. I think it is important that I bring out, if I haven’t, 
that it would be much easier for us to participate in a program 
such as this if it were done under FHA, because we already have 
legislation enabling us to make FHA loans. Now, whether this 
concept so changes the legislation that some modification would have 
to be introduced is debatable, but as far as doing this on an uninsured 
basis, or through the home loan guaranty program, there is no 
question of the fact that you would have to go back and have all 
of the laws changed, so it would be a much simpler legislative job, as 
far as the States are concerned, it it were under FHA than under 
the proposed plan. 

Mr. Ratns. Well, of course, the proponents of this legislation con- 
tend that this is a private enterprise bill. They content that it is 
not a Government guaranteed program. They contend that it would 
not cost the Federal Government any money at all except the amount 
of money it would take to administer it—I mean to hire some people 
to administer the program—and in view of the fact that the large por- 
tion of savings and loan association loan portfolios now, and they do 
represent the biggest segment of the home financing field, is conven- 
tional, I don’t see where it would be of any benefit at all to put it in 
the FHA program. 

When you say put it in the FHA, you already have such a pro- 
gram in the FHA. What is the need of putting another one of the 
same type inside of it? 

Mr. Camp. Mr. Chairman, one thing that has concerned us is just 
exactly what benefits are to be accomplished at all by this bill. I 
think that we are all interested, and cert: ae Congress is mainly 
interested in the benefits to the consumer, and we haven’t been able 
to figure out where the consumer would benefit. Certainly FHA 
gives the consumer a larger loan, a larger ratio of loan to value, until 
you get up to an appraisal of around $20,000. So the consumer 
would not benefit from that angle. He would have to put up a larger 
downpayment under this proposed plan. The consumer would not 
have any restriction whatsoever on interest rates, unless there is some 
ceiling that you might put in. And lastly, the consumer has no pro- 
tection from the standpoint of building standards and subdivision 
standards. Each lender under the loan guaranty program would set 
up his own standards. 

Mr. Rarns. Well, that could be very simply taken care of. We al- 
ready have an amendment that would take care of that. 

Mr. Camp. Is that the one where you propose that the Federal home 
loan bank would take care of that? What we are recommending here- 
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and we would hope that you would give consideration to it—is if you 
are going to put some standards in, subdivision standards, housing 
standards, and so on, that your Government already has an agency, 
the FHA, that has been doing this for 25 years, and we point out in 
our statement wouldn’t it be a duplic ation to have another agency try- 
ing to do the same thing. 

Tam just trying to explain to you some of the things that are going 
through our mind as a basis of our statement. 

Mr. Rains. Of course, Mr. C amp, I am sure that argument was made 
when we set up the Home Loan Bank Board. They said you have got 
the Federal Reserve System, that can put out all of the credit that you 
need. You realize that that argument can always be made about any 
expansion or switching from one agency to another, and there is some- 
thing to what you say. I wouldn’t think of giving this to an agency 
that didn’t have what it took to see that the people get the standards 
they deserve. The simple truth is that some of the sorriest houses 
and I hate to say this—are those built by FHA standards. 
I am talking about minimum property requirements. So I think 
in your business, when you make a conventional loan, and in the busi- 
ness of savings and loans, when they make a conventional loan, that 
often you get a better house than you do when you have the FHA in 
the picture. 

Do you agree with that statement ? 

Mr. Camp. No, Mr. Chairman, I don’t believe I do. I have the feel- 
in ae under section 203 of the FHA, which is the section we are 
ta about, that we have not built any slums, that we have had, as a 
‘aleol 1roughout the country—I am wonderi ing ‘if it wouldn’t be under 
some spec ial section or section 203 (i), where the C ongress has tried 
to get low-cost houses 

Mr. Rarns. No, I have been in many cities of America and I have 
seen some FHA-approved houses, and I suppose they meet the mini- 
mum property standards, that are not what an American family 
ought to have to live in. 

Mr. Camp. My general impression is this, and you asked for my 
opinion, and I am not disagreeing with you, I am just giving you my 
opinion: Under section 203, while there may have been some mistakes, 
generally the FHA has done a fine job of preserving housing stand- 
ards. 

Mr. Rarns. I agree generally with that statement, but I don’t know 
of any really s hod ly buildings put up with conventional financing. 

Mr. Camp. Well, up to now, conventional loans have required 
higher downpayment, you have found a borrower putting In more 
money, interested in seeing the standards kept up, I think we have a 
different situation there. 

Mr. Rains. With the savings and loan associations representing the 
big segment of home financing that they do, and with the biggest por- 
tion of that financing being conventional, completely o itside the 
jurisdiction of the Congress of the United States, and with the require- 
ment today of the high downpayment which that big segment of the 
people have to pay, which so many of them are not able to pay, we 
entertained the idea that a 90 percent loan, with a sharing of the risk 
by these associations to protect the investors in the association, would 
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help to bridge the gap for those people who don’t have the high down- 
payment in this great bracket of loans might be of benefit. 

Do you think that we should labor toward attaining that objective? 

Mr. Camp. Mr. Brown may have a comment, but let me make this 
one comment, and then he can add to it. I believe you have testimony 
before your committee, and I think it was from a savings and loan 
group, that conventional business now accounts for over 70 percent 
of the total residential financing. If that be true, we certainly 
wouldn’t want to take any further steps that would discriminate 
against the FHA program and the VA program, though as you say, 
there may be some objections to them, they may be slow, we all admit 
they have done a good job. 

So the conventional is already doing 70 percent. Now, I think Mr. 
Brown wanted to say something there, or Dr. O’Leary. 

Mr. Brown. No, I think you have covered it pretty well, but I did 
want to get back to a question which may have seemed to have been 
avoided by me before. You asked how long would this study take. 
I say I don’t know. We are prepared to participate in it at any time, 
and I am sorry we haven’t had a chance to review the changes in 
the bill made yesterday, but one of the problems is that it has been 
revised so many times since it was introduced. 

Mr. Rains. Mr. Brown, in my 14 years on this committee, I haven’t 
see any bill before this committee that, when it came out, didn’t look 
like it had been shot full of holes. That happens to all of the legisla- 
tion. 

Mrs. Sullivan. 

Mrs. SULLIVAN. No questions. 

Mr. Rains. Mr. Betts. 

Mr. Berrs. I will pass. 

Mr. Rains. Let’s don’t pass, I have some more questions. 

Mr. Berrs. Well, I have a comment. I am a little confused on this 
inspection idea. If there is a provision for inspection under FHA, 
isnt that an arguiment that there is a necessity fol inspection, as far as 
loans are concerned ¢ 

Mr. Camp. By some independent agency other than the lender, you 
mean ? 

Mr. Berrs. That is right. 

Mr.Camp. Yes. 

Mr. Brerrs. Then by the same argument, couldn’t you say there 
should be some provision for inspection under this loan guaranty 
program ¢ 

Mr. Camp. I think we recommended in our statement that that 
responsibility, if you pass the bill, should be delegated to the FILA, 
since they already have offices and staff people all over the country. 
We strongly recommend the need of an independent appraisal and 
inspection, aside from the lender, because otherwise you have stand- 
ards breaking down. Our feeling is, since the FHA, over a period 
of 25 years, has built up technical people who are trained in real- 
estate appraising, and so forth, that they would be the logical people 
to do it, rather than try to establish a completely duplicating setup. 

Mr. Berrs. Just one other question. If this program were to be 
placed under FHA, would you be in favor of it ? 
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Mr. O’Leary. Our position on that is that we still feel that al- 
though it were placed under FHA, there are still enough unanswered 
questions about it so that we ought to be careful on how we set it up 
under FHA too; but our feeling would be that with some study this 
could probably be set up as part of the FHA system. 

Mr. Camp. I would like to make this observation: The one brand- 
new feature in this bill is the coinsurance feature, which means that 
the lender should bear some part of the risk. T here are m: iny people, 
important people, in the life insurance business who have recom- 
mended in the past that the FHA should be modified so that the 
lender will have to have some risk, their thought being if we have to 
share some of the risk we might do a better job. T think that is 
what Dr. O’Leary a in mind, that this one feature of coinsurance 
could be studied with the idea of seeing if it is desirable. If it is, 
why not try it out through FHA ? 

Mr. O’Lzary. I have been trying to add a footnote to a couple of 
questions the chairman raised. You raised the question of whether 
or not it wouldn’t be possible and wouldn’t it be a natural thing any- 
way for State law to be changed to permit life insurance companies 
to come under the program. 

There are two points about that. First of all, the process of get- 
ting the State laws changed throughout the country is a rather time- 
consuming one. It probably would be a lag of 2 or 3 years at the 
least before those laws could be changed, even assuming that they 
were to be changed. Then, beyond that, even assuming that the law 
were changed in the States, we could still only go up to an 82 percent 
loan. We could not go to the maximum, so that we would, for all 
practical] purposes, still be competitively at a disadvantage in this 
program, and would not use it. ‘That is one point. 

Now, the next thing I would like to say is this: You have made a 
good deal of the tact that such a substantial part of the mortgage 
market is the conventional market, and I would like to ask the ques- 
tion, wouldn’t it be worthwhile to ask the savings and loan associ- 
ations why they only have $1,300 million of FH: A loans; why don’t 
they use the FHA mortgage system? If you are interested in broad- 
ening home ownership on a low dow npayment basis, why don’t the 
savings and loan associations have more FHA loans, as the life insur- 
ance companies do and the savings banks and others? ? 

Mr. Rarns. That is a good question, which I have asked them many 
times. Of course, the answer is obvious. They would rather make a 
conventional loan, just like most other lenders. 

Wait a minute, let me follow through on what you said. You said 
you couldn’t go to more than 8214 percent. That would imply you are 
out of business for 100-percent FHA loans. 

Mr. O’Leary. Our regulation is that if it isan FHA- or VA-guar- 
anteed loan, we can buy it. 

Mr. Rats. Well, that involved an act of the State legislature, too. 
So there was no problem there. 

Mr. O’Leary. It takes a good bit of time. 

Mr. Rarns. Yes, that is true, it takes a year or so to get any 
bill into operation, whether it has to pass a State legislature or not. 

Mr. Camp. But I think we would have a very good chance of get- 
ting a bill through very quickly if it was just a Modification of the 
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FHA, rather than having to explain a complete new governmental 
agency setup. The FHA has become so well known in its 25 years 
of history that the Alabama Legislature knows about it, and I think 
we would have a much better chance. 

Mr. Ratrns. There exists in the Housing Agency a section whose only 
business is to stay in touch with State legislatures to keep them in- 
formed of the specific type of laws they need to pass in order to con- 
form with the statutes passed here in Washington. That is an un- 
derstood proposition, but let me raise one other question and then we 
will quit. We both spoke favorably of the CAP program, if it would 
get underway, and then you object to—you say you want FHA ap- 
praisals. Now, that is not FHA inspections. “All they do is a spot- 
check here and there by people who live in the various different sec- 
tions. You can’t call them career inspectors for FHA. I have no 
objection to that, and VA program went on for years like that. I 
think it is a good idea, but the mere fact that the CAP program is 
destined to become, in my judgment, maybe a portion of the FHA 
some day, and they utilize an entirely different system of inspection 
from what has been the old-time FHA program, why couldn’t you 
put that type of inspection in this type of program, the CAP type of 
inspection ? 

Mr. Camr. When we refer to FHA appraisals, I think we are using 
very quick and short words. I think what we mean is FHA superv)- 
sion of appraisals under whatever system is most waneeete to the 
situation, but you at least have a Government agency with 25 years 
of experience in training fee appraisers, and they also are supposed 
to train these CAP appraisers. You at least have one standard Gov- 
ernment system of appraisals throughout the Government home mort- 
gage field. : ; . 

Mr. Rains. There is a big segment of conventional loans where the 
appraisals are supervised by the Home Loan Bank Board, also the 
property management activities of the HOLC were handled under the 
Home Loan Sank Board. That was a profitable and successful opera- 
tion. 

No particular Government agency has a monopoly on all of the 
know-how in the mortgage financing field, I think either one of them 
could do it. 

Mr. Camp. Except the HOLC has long been out of existence. The 
Federal Home Loan Bank Board would have to start from scratch, 
set up a training program of appraisers, and all of that, which the 
FHA has already done. 

Mr. Ratns. Well, of course, we will see to it, if it goes into effect, 
that there are adequate appraisal requirements, and that there is a 
ceiling on the interest rate. There will be several other safeguards 
to protect the home buyer. 

Mr. Camp. We have never, Mr. Chairman, advocated completely 
uncontrolled interest rates on a Government- guaranteed program. We 
feel that it should be flexible with a ceiling sufficiently above the going 
market rate to provide flexibility. 

Mr. Ratns. Mr. Camp, let me ask you one other question about a 
different phase of it. Have you had an opportunity to look at the 
college housing provisions of this bill? 
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Mr. Camer. No, I haven’t, Mr. Chairman. That is a field in which 
we do not operate, and I just haven’t had the opportunity to study it. 
Mr. Rarns. Have you had a chance to look at the urban renewal 
features ? 

Mr. Camp. No, that is another feature that I just am not familiar 
with, because we don’t encounter it in our day-to-day operation. 

Mr. Rains. All right. It is nice to have you gentlemen come, and 
if you have any additional charts, facts, or figures, we would be glad 
to have them for the record. 

Do you have another question, Mr. Betts? 

Mr. Berrs. You mentioned CORNELIS about FHA loans, I think, 
not being taken up by savings and loan organizations. I wonder if 
you would answer: why should the : savings and loan organizations 
be forced to make FHA loans? 

Mr. O’Leary. I don’t think they should be forced to make FHA 
loans, but under the National Housing Act, as a means of promoting 
home ownership in this country under a ioe downpayment, long 
amortization period basis, the F HEA system is the system that has been 
set up. I see no argument to su savings and loan associ ations saying 
that the big bulk of what they have done is conventional and the big 
bulk of the market is conventional! 

To me, the burden is then on them as to why they have not operated 
through’ the FHA housing loans method. That is the vehicle by 
which most of the people of this country could get low downpayment, 
long-amortization loans. They regard themselves as competing with 
what was set up under the National Housing Act. and now what they 
want is a program to enable them to compete even more strongly with 
what was set up under the National Housing Act. 

Mr. Rartns. Thank you very much, gentlemen. 

Mr. Brown. Thank you very much, Mr. Chairman 


Mr. Rarns. The committee vil tand in recess until 2 o’clock, when 
we will hear the American: Hospitel Association and eight Congress 
men. 

(Whereupon, at 12:95 n.} tha ry itt dionrned to 2 pn. ) 

ERN N SSTOON 


Mr. Rains. Come around, Doctor, and have a seat. It is Friday 
afternoon and all of the members exce airman have taken the 
afternoon off. If you will present your testimony I will be glad to 
hear it. 


STATEMENT OF DR. T. STEWART HAMILTON, VICE CHAIRMAN, 
COUNCIL ON PROFESSIONAL PRACTICE, THE AMERICAN HOSPITAL 
ASSOCIATION 


Dr. Hamintton. I am Dr. T. Stewart Hamilton, administrator of 
Hartford Hospital, Hartford, Conn., and vice chairman of the council 
on professional practice of the American Hospital Association. 

The American Hospital Association represents a majority of hos- 
pitals in the United States and as you know with regard to nursing 
education and intern education, the vast majority of this is conducted 
within hospitals. It is in my eapacity as vice chairman of the council 
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of professional practice of the American Hospital Association that I 
appear today before your subcommittee. I am accompanied by Mr. 
Kenneth Williamson, associate director of the association. 

Before starting my statement I wish to express our appreciation 
for the opportunity to appear before you and present our views on: 

(1) The student nurse and intern provisions of the college housing 
program. 

We urge the expansion of the loan authorization under those pro- 
vsions, from $25 million to $150 million, as is proposed in Congress- 
man Rains’ bill, H. R. 10703; and 

(2) Section 201 of S. 4035 establishing a Federal program of mort- 
gage insurance for the construction and renovation of nursing homes. 

We urge several amendments, hereinafter proposed and discussed, 
to this program. 

Student nurse and intern housing: In the last session of this Con- 
gress the American Hospital Association brought to the attention of 
this subcommittee the fact that the Nation lacked some 50,000 pro- 
fessional nurses. This shortage, we noted, had created a national 
health problem. 

It was being felt in areas and communities throughout the land and 
by all those agencies, public and private, that use the services of 
nurses—primarily State and local health departments, the armed serv 
ices, the Veterans’ Administration, schools, hospitals, physicians, and 
industries. 

The present rate of professional nurse training will not keep pace 

with anticipated population growth. In a recent publication of the 
National League for Nursing entitled “Nurses for a Growing Nation,” 
it is stated that by 1970 we should annually graduate 48,000 student 
nurses as compared with the approximate 29,000 graduates in 1956. 
7 league also stated that by 1970 we should have an admission rate 
of 75,000 new students as compared with the current 46,000 annual 
ads nt intake. To achieve this 1970 goal, nursing schools must start 
now to increase their annual admissions. 
Since 85 percent of the professional nurses are trained in hospitals, 
is obvious that most of the increase must come in those schools. 
This in turn means that the hospital schools must have adequate 
housing to provide for these increases. 

I think our own hospital is a case in point here. We have a school 
founded in 1878 and the fourth oldest in the country. We now have 
an enrollment of about 300 students. We have plans afoot to in- 
crease this to 500, but our present buildings, some of them are almost 
60 years old, and we just don’t have « hough Mi ges for any more stu 


17 


de nt and before we inere we our school we re going to h: ave to build 
more dormitories. The problem, however. te not sole ly in terms o1 h- 
creases: the ability of some schools even fo « ‘ontin ue in O} eration will 
be co) ditioned by t} e provision ot better how sing than their present 
inadequate and antiquated facilities. 

In 1957 this association made a nationwide survey and learned 
that the hospital schools of nursing had a need substantially in e: 
cess of $150 million to construct housing for student nurses and med 
ical interns. We found also that housing constituted a serious bottle 
neck in the ability of the nursing’ schools to increase their enroll 
ments, and that inadequate and insufficient housing was an important 
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factor limiting the size of the classes which nursing schools could 
admit. 

Hospitals generally are unable to finance the construction of such 
housing through loans carrying prevailing commercial rates of 514 
percent to 6 percent, : and would not be helped by a Government guar- 
anty of such loans. What they need, as is abundantly evident ‘from 
the answers to our questionnaire, is a long-term, low-interest loan 
program to build the necessary facilities in ‘which to house their stu- 
dent nurses without increasing unduly the already heavy cost of nurse 
education. 

From our survey we also learned that if such housing could be con- 
structed a substantial inroad into the problem of nurse shortages 
could be made. Hospital after hospital stated that if it had adequa ite 
housing it could increase its enrollment materially. 

And with the larger numbers of graduating classes coming out of 
high school each year, it is easy to see that it is important that we 
obtain a proportionate share of these young men and women for 
nursing. With respect to medical interns the situation is different 
but no less pressing. Internships in hospitals are, of course, an essen- 
tial link in the education of physicians, and the interns must be 
housed during this period of education. Here the immediate problem 
is not to house increased numbers, but to house the increasing propor- 
tion of interns who are married, now some 85 percent, as medical edu- 
cation takes longer and as the average age of interns coming in is 
between 26 and 29 years of age, we are finding more and more of them 
married. Quarters that were adequate, or at least not wholly unac 
ceptable, for bachelors are quite unusable by families. 

Interns are required to be on duty oftentimes at night and to be 
available on call at any hour of the d: ay and night. If the families 
of the married interns cannot be housed on the hospital grounds it 
necessitates their maintaining homes elsewhere. This dual financing 
of housing imposes great hardships upon interns and becomes an im 
portant factor in the acceptability of an internship. Poor and in- 
adequate living quarters result in some hospitals’ failing to fill their 
present quotas of interns, and as the output of medical schools is in- 
creased the problem will of course be intensified. 

The best programs in hospitals are usually in the largest hospitals 
and they are usually in the poorest neighborhoods. This adds an 
added hazard. I can speak to this person: uly because I had a very un- 
happy experience during my own internship at Harper Hospital in 
Detroit when we had an apartment near the hospital and there was a 
murder in the apartment below and I was off at the hospital on duty, 
and I don’t know whether I could have helped any but I know we 
moved out as soon as we could. This was 20 years ago, and I don’t 
think the situation in most big hospitals is much better as far as the 
neighborhoods where they are and the intern’s families are living 
there without a man about the house for a good deal of the time. 

Responsive to this critical situation the Congress amended section 
401 (d) of the Housing Act of 1950, and authorized the sum of $25 
million for the college housing loan revolving fund, specifically ear- 
marked for the construction of housing for student nurses and medical 
interns. 
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We welcomed this action as a recognition of the role of hospital 
schools as educational institutions, especially in the education of 
nurses and medical interns, and of the needs of these schools for hous- 
ing. 

But we expressed concern that the fund was too small to accomplish 
the purpose. We believe that the experience under the program has 
borne out our fears. The first act of the Administration, incidentally, 
was to reduce the amount to be made available still further to $22.9 
million. 

While the only statutory limitations is that no more than 10 per- 
cent of the fund be loaned to any one State, the Administration has 
apparently sought to hold some funds av ailable for all of the States. 
This was probably a reasonable thing todo. Within each State, how- 
ever, the Administration seems also to have held down the amount of 
any one loan, so as to keep funds available for a number of applicants. 

Many letters we have received from the field tell of hospitals being 
required to scale down their applications before they will be given 
consideration. 

In the projects which have thus far been approved, the hospitals 
have received only about 56 percent of the cost of the projects in the 
form of CFA loans, and have had to finance the balance of the cost 
from other sources. In contrast it may be noted that in this same pro- 
gram, approvals for colleges and universities to date show that almost 
86 percent of the cost has been provided by CFA loans. 

With the limitations which have been imposed in the administration 
of this program, many hospitals have Gividuls been discouraged 
from expending the time, effort, and money necessary to the prepara- 
tion of applications for loans. In some cases the whole allotment to 
the State would have been inadequate for the needs of a single hos- 
pital. In others, the number of hospitals within a State needing 
funds is so large that the chance for any one applicant appeared poor 
from the outset, and disappeared entirely as soon as other hospitals 
in that State had applied. Some hospitals have reported that a 
simple comparison between the $22.9 million available nationally 
and the known needs was sufficient to discourage them from the con- 
siderable expense of making an application. And one of the reasons 
I am glad to be here is because starting in January when the depart- 
ment of surgery of our hospital said that they felt that the greatest 
need in our future was a building program for these people ‘and the 
executive committee of our board of directors in March has formed 
a committee to consider means of providing housing and methods 
of financing it, so I- 

Mr. Rains. Where is your hospital, Dr. Hamilton ? 

Dr. Hamiron. Hartford Hospital in Hartford, Conn. 

Mr. Rains. All right. 

Dr. Hamitron. To a substantial extent, as I have pointed out, this 
program seems to have been converted by administrative action into 
a matching program, with hospitals required to meet independently 
a part of the cost of each project. With the very limited funds avail- 
able, one can understand the reasons behind administrative efforts 
to spread them as far as ndauilide: but it is questionable whether this 
policy has in fact led to their most efficient use or has been in accord 
with the intent of Congress. Because the Community Facilities Ad- 
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ministration commonly requires a first mortgage, hospitals are usually 
unable to combine a loan from Govermnent with borrowing from 
private sources. 

Hospitals have been unwilling, as an alternative to such dual 
financing, to scale down their er ets to bring them within the small 
amounts which the CFA has been in a position to loan, because the 
smaller projects would not meet their needs and they have preferred 
to postpone construction until they can build the kind and size of 
building required for efficient spenition, 

When we saw the direction the program was taking, and the em- 
phasis it seemed to be placing on loans which we think too small to 
accomplish the purpose of the program, we urged the Administrator 
of the Housing and Home Finance Agency to appoint an advisory 
committee of persons familiar with hospital financing and operation 
in the belief that such a committee could help to ake the program 
more effective. We still believe that such action would be desirable, 
and that your subcommittee might well consider a statutory pro- 
vision to that effect. 

Despite the difficulties which the administrative limitations have 
imposed upon the program, 68 applications have been received for a 
total of $35.3 million for the construction of housing for student 
nurses and interns. This $35.3 million, as we understand, represents 
what the applicants asked, but has been substantially reduced by 
action of the CFA in reducing all applications (with 1 or 2 excep- 
tions) to an administratively established maximum of $500,000 apiece. 
Of these 68 applications, as I have already said, 11 have been ap- 
proved, and funds have been reserved for 28 others; 9 applications 
are pending, while 20 have been deferred or withdrawn. 

Early this year we made a spot check from among those hospitals 
that had stated a year earlier that they could expand their nursing- 
school enrollments if financial assistance were available for housing. 

We find that the need for facilities continues to be unmet, and that 
a substantial number of hospitals would apply in 1958 and 1959, and 
others would expect to do so at a later date if funds were available 
in amounts and on terms that would enable them to build facilities 
of a size to meet their needs. 

We believe that the student nurse and medical intern housing 
amendment passed in 1957 has recognized a serious problem with 
respect to providing adequate housing facilities needed in the educa- 
tion of essential health personnel. We believe the amendment estab- 
lished a sound framework for an attack on the problem, and the 
experience, even with limited funds, has demonstrated the need and 
desirability of providing adequate funds at this time. We therefore 
urge that this subcommittee increase the loan authorization from $25 
million to $150 million and we support H. R. 10708 for this purpose. 

With regard to nursing homes, our aged population is growing 

rapidly and in future years the total number of persons 65 years of 
age and over will be of such proportions as to cause grave consequences 
without thoughtful planning now. 

Adequate nursing-home fac ilities will have an increasingly impor- 
tant part in meeting the total health ‘needs of aged persons. We 
recognize that at ee present time the great majority of nursing 
homes are operated as proprietary institutions. Nonprofit nursing 
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homes as yet constitute a much smaller part of the total group of 
nursing homes in the Nation. 

This number, we are pleased to say, is growing, stimulated in no 
small measure by assistance granted through the Federal Government. 
We believe it is generally desirable at this time and in the public 
interest for the Federal Government to participate in financing, 
through a mortgage-insurance program, the construction and reno- 
vation of proprietary nursing homes. 

However, we have these observations and recommendations to make 
concerning section 201 of S. 4035 as it is presently drafted. 

1. Section 201 of S. 4035 establishes a Federal mortgage-insurance 
program for the construction and renovation of nursing homes. 
Though we favor a Federal mortgage-insurance program “for pro- 
prietary nursing homes, the present language of this section raises 
a number of questions of direct concern and impact on the hospital 
field to such a degree that we cannot support this section, as drafted, 
in its entirety and, i in fact, are opposed to certain provisions of it. 

We are opposed to the inclusion of nonprofit health facilities in a 
Federal mortgage-insurance program. Such a program results in 
interest costs of such size that they result in substantial increases in 
the cost of care to sick persons. The basis of our opposition to such 
a proposal may be seen in our opposition to suggestions that the col- 
lege housing program be amended so as to become a mortgage- 
insurance program. 

As we recently testified before the House Committee on Interstate 
and Foreign Commerce, we are opposed to Federal loan programs 
for the financing of nonprofit health facilities at normal commercial 
interest rates, or rates which bear the addition of mortgage insurance 
because we believe they are not in the interest of the public. 

We have recommended and supported legislation for amendments 
to provide long-term, low-interest or no interest loans for the con- 
struction or renovation and modernization of nonprofit health facili- 
ties. We hope that legislation to this effect will be enacted in this 
session of Congress. 

Therefore, we recommend that section 201 be amended so as not 
to include nonprofit nursing homes and limit the provisions of this 
section to proprietary nursing homes. 

2. We believe that by definition the term “nursing home” as used 
in section 201 could be construed so as to encompass a wide scope 
of health facilities covering not only those facilities generally con- 
sidered to be appropriate ‘to nursing homes but including chronic 
disease facilities, rehabilitation facilities, in fact we believe the lan- 
guage is so broad that it can be construed to include hospitals. 

We believe that the definition of nursing home might well be 
amended so as to follow in large part the definition in section 631 
of the Public Health Service Act (pt. D, definitions). We suggest 
the definition read: 

The term “nursing home” means a facility for the accommodation of con- 
valescents or other persons who are not acutely ill and not in need of hospital 
eare but who require skilled nursing care and related medical services—in 
which such nursing care and medical services are prescribed by, or are per- 
formed under the general direction of persons licensed to practice medicine 
or surgery in the State. 
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Further, the term should define “nursing home” as a facility which 
shall be licensed or regulated by the State. 

We believe the Federal Government through the Federal grant- 
in-aid program established a most important principle of requiring 
State surveys and determining the need for health facilities as a 
basis for making the construction of such facilities possible. Nursing 
home facilities, therefore, cannot be constructed under the Federal 
grant-in-aid program without first having a certification of need for 
such facility. Such certification avoids unnecessary duplication of 
health facilities and provides most importantly for sensible planning 
which is in the public interest. 

Section 201 as it is written would provide that facilities to be con- 
structed with such funds would not have to meet the requirements 
already established by the Federal Government as described above. 
Further, we do not believe the language presently appearing in this 
section is sufficient to accomplish this end. 

We recommend, therefore, that section 201 be amended to require 
that the Federal Government should not insure the mortgage for the 
construction, repair, or improvement of a proprietary nursing home 
unless the Surgeon General of the Public Health Service finds and 
certifies to the Administrator of the Housing and Home Finance 
Agency that the project is in conformity with the applicable State 
pla in approved under section 623 of the Public Health Service Act. 

We further believe it would be well to require that such facilities 
subscribe to all standards of construction and safety which have been 
found to be acceptable and in the public interest. 

4. Section 201 also provides that the Commissioner may, in his dis- 
cretion, regulate charges and methods of operation. We are opposed 
to legisl: ation gr anting to the Federal Government the authority to 

regul: ate charges and therefore to be able to intervene in the operation 
and administration of any health facility. 

We recommend, therefore, that section 201 be amended to strike the 
provision granting such authority to the Commissioner. We believe, 
however, the section should contain a provision stipulating that the 
Federal Government should be prohibited from intervening in the 
administration and operation of proprietary nursing home fac ilities, 
or in the relationships between any health facility and the patients 
they serve. 

In conclusion, Mr. Chairman, the American Hospital Association 
wishes to express its deep appreciation for the opportunity afforded 
it to present this statement. ‘Thank you. 

Mr. Rains. Thank you, Doctor. We appreciate your statement. 
Have you had an opportunity to see a bill reported by this com- 
mittee pending before the Rules Committee, known as the community 
facilities bill, which has a provision in it for loans to public and non- 
profit nursing homes; have you looked over that bill ¢ 

Dr. Hamintron. Yes. 

Mr. Ratrns. What do you think of it ? 

Dr. Haminron. I like it. 

Mr. Rarns. I note with pleasure that you approve the provisions of 
H. R. 10703 which I introduced relative to the student nursing and 
intern housing. 

Dr. Hamitron. Yes, sir. 
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Mr. Rarns. I have to share your opinion, too, with regard to what 
you say concerning nursing homes. I think there is a great need for 
such a program. 

You say you are opposed to nonprofit nursing homes. If you are 
going to have proprietary interest in it, doesn’t a nursing home become 
something other than a home for people to live in; you couldn’t regard 
it asa home, could you ¢ 

Dr. Hamitron. Well, I don’t say that I was opposed to nonprofit 
nursing homes but rather opposed to this type of mortgage insurance 
home program. 

Mr. Rains. I regard that as a commercial enterprise and I don’t 
think the FHA should get into the business of insuring commercial 
enterprises of any type, do you! 

Dr. Hamanron. A proprietary nursing home is a commercial enter- 
prise, you mean / 

Mr. Rarns. Yes. 

Dr. Haminron. I think there is no question about that. 

Mr. Rarns. In other words, the FHA is primarily designed to insure 
homes, and I regard a proprietary nursing home as a commercial 
enterprise and it appears to me that it would be taking FHA insurance 
far afield, don’t you think so ? 

Mr. Witir1amson. Could I inject there, Mr. Rains? 

Mr. Rarns. Yes. 

Mr. Witu1AmMson. We have thought as we have looked at the hous- 
ing program, not authoritative on this subject but there were some 
aspects of it that might be construed to be commercial, in apartment 
housing, for example. We weren’t sure of this but we hadn't alto- 
gether made up our minds that proprietary nursing homes even if 
they are commercial ventures are different in that respect maybe than 
some other aspects of FHA. 

Mr. Rains. Well, I realize it is a fine point and, of course, I have 
raised in my own mind, and with the people with whom I have dis- 
cussed it, the very same question. However, there is this difference: 
The financing of apartment houses is one method of home financing 
that is accepted in America, and always say as been, that rental housing 
is a part and parcel of home financing in America, so I don’t believe 
it measures up to the very same dine, "We don’t finance it for the 
benefit of the man who builds it, we finance it for the benefit of the 
man who lives in it. But ordinarily, in nursing homes, you have con- 
valescent care, you have all types of people there who are there for 
reasons other than just to have a roof over their head and a bed to 
sleep in; isn’t that correct ? 

Mr. Witu1amson. There are 3 or 4 classes of nursing homes, from 
just pure home, custodial, where they are served food, with grada- 
tions down to a real health facility, where they have nursing care and 
where they have medical attention periodically, Mr. Rains, so that it 
kind of runs the gamut. 

Mr. Rains. It is my opinion that that particular phase of the hous 
ing bill would be better considered by the committee that considers 
hospitals. 

Any questions ? 

Mr. Berrs. Is this what we call convalescent homes ? 
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Dr. Hamivton. Usually, yes, convalescent homes carries the impli- 
cation that a person is going to be able to get well and leave, whereas a 
great many nursing homes are custodial for people for the rest of their 

ives, but I think the terms are used rather interchangeably in general 
practice. 

Mr. Wixuiamson. The May issue of the Social Security Bulletin 
devotes a major part of an excellent discussion to the gradations and 
descriptions, of exactly what kind of care and treatment goes into 
each of them. 

Mr. Berrs. Near where I live, a lady runs what they call a con- 
valescent home, where old folks go who are infirm, broke a leg, or 
have diabetes, and have somebody to take care of them all of the time. 
They call these convalescent homes. Under your program she would 
have to be under the direction of a licensed doctor, someone licensed 
to practice medicine and surgery; would she have to have someone 
there all of the time? 

Dr. Hamiuron. Oh, no; but there would be a doctor following the 
patients’ care rather than a ron: without a physician just being 

cared for by nurses or practical nurses 

Mr. Berrs. Is there anything wrong with the proprietor or man- 
ager of the convalescent home calling i in any doctor they wanted ? 

Dr. Hamitton. There is a conflict, as I interpreted it, between what 
you say and what is in my mind. 

Mr. Berrts. I think it is going a little far to require them to have a 

resident doctor or someone to supervise it. 

Dr. Hamiutron. We weren’t talking about a resident doctor, just 
that the care was prescribed by a physician. 

Mr. Rarns. Thank you very much for your testimony, and we ap- 
preciate your patience. 

Dr. Hammon. Thank you very much, Mr. Rains. 

Mr. Ratns. We have scheduled at this time the American Medical 
Association, but the witness is ill, I believe, and unable to be here. 
We have Congressman Ray Madden with us, and with him are some 
of his distinguished constituents. If you will come around and present 
them, Mr. Madden. 


STATEMENT OF HON. RAY J. MADDEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Mappen. Mr. Chairman, I want to thank you for your con- 
sideration in giving the city of Gary this time in your busy schedule. 

We have Commissioner Stubbs, of the Gary Housing Authority and 
Kenneth Parmelee, the secretary of the Gary Housing Authority here 
and the commissioner has a brief statement that he would like to 
present. 

Mr. Rarns. All right, Commissioner, you may proceed. 


STATEMENT OF HARRY J. STUBBS, COMMISSIONER, GARY HOUSING 
AUTHORITY, GARY, IND. 


Mr. Stusss. Mr. Chairman, members of the committee, my name is 
Harry J. Stubbs. I am a commissioner of the Gary Housing Au- 
thority. I am minister of the Chapel of the Dunes Congregational 
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in Gary and also a member of the faculty of Indiana University, 
Gary Center, where I teach sociology. 

As Mr. Madden has said in his gracious introduction, at my side is 
Mr. Kenneth Parmelee who is the executive director of the Gary 
Housing Authority and has been from its inception in 1938. 

You have in your hands my statement. It is widely known that of 
the 70,000 dw elling units authorized by Congress for the PHA low- 
rent program in 1956, fewer than 8,000 units or 11 percent of the 
70,000 authorized were under contract as of May 20, 1958. 

It is no secret why local communities are backing away from this 
program; through very bitter experience local communities have 
learned to look the PHA gift horse in the mouth. Local communities 
would rather do without a low-rent program than to have it on the 
terms PHA proffers in its interpretation and administration of the 
Housing Act of 1937 as amended to date. In this interpretation and 
administration, PHA has actually purloined from the local housing 
authority all local determination in matters of crucial importance in 
running the elemental affairs of the authority. 

While verbally acknowledging the responsibility of the local au- 
thority, PHA has in practice made mere puppets of the authority. 
This purloining of decision making from the local authority has re- 
sulted in PHA-enforced policies that make low-rent housing unac- 
ceptable to the entire local community and not just to the local 
authority. 

The public-housing provisions of S. 4035, the housing bill approved 
by the Senate Committee on Banking and Currency, and presently 
being considered by this committee, will be a giant step in the direction 
of defining the appropriate respective spheres of responsibility for 
the local authority and PHA. The definitions contained therein will 
remedy the extent interpretation of the Housing Act and the adminis- 
tration by PHA of the act that have made the low-rent program unac- 
ceptable to local communities and authorities. 

If we could be profligate with time, I should cite provisions in the 
proposed act section by section showing how each contributes to the 
needed redefinition so that PHA can no longer usurp local authority 
and responsibility. Short of that, let me commend to you the declara- 
tion of policy in the proposed act. This clearly sets forth certain cru- 
cial areas in which full responsibility shall be vested in the local agen- 
cies. This declaration of policy embraces the necessary minimal local 
areas of responsibility. There are two particulars that need further 
attention from Congress. 

(1) The redefinition of subsidy. In the Housing Act of 1954, title 
TV, section 10J, in setting forth the new fiscal concept of self-liqui- 
dation, the whole idea of subsidized housing for low-income families 
is abrogated. The annual contribution of PHA becomes a long-term 

capital loan to the local authority and is defined as continuing to en- 
cumber the local authority until all said annual contributions are 
repaid, 

If an authority received a $90,000 annual contribution for a period 
of 40 years and had net receipts ‘of $10,000 a year, the annual contri- 
bution would total $3,600,000. If, after the costs were amortized over 
the 40-year period, the authority continued to have net receipts of 

$10,000 annually and repaid the PHA annual contribution at the rate 
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of $7,000 annually, it would take the authority over 500 years to pay 
back the annual contribution. 

Further, section 10J essays to describe what the local authority 
shall do in regard to local public bodies. Patently, such directive is 
beyond the competence of Congress. 

If you are going to return the full responsibility for low-rent hous- 
ing to the local author ity, you must free the local authority from this 
financial servitude to PHA. This could be accomplished by revert- 
ing to the former definition of the annual contribution as subsidy to 
the family housed while it is being housed rather than as a long-term 
loan to the local authority. This is imperative, and the full purpose 
of the present act cannot be achieved short of that. Such redefini- 
tion I urge most energetically. 

I would just like to say apart from the statement that currently 
when a housing authority gets into some financial trouble with one 
of its projects, the remedy that is proposed by PHA is that of com- 
bining contracts so that a project that is 10 or 20 years old would be 
combined under a single contract with a new project. 

Now what this means is that the old project has run through the 
years when it needs very little maintenance and has approached the 
vears when it needs a great deal of maintenance. Now this is a kind 
of slight-of-hand trick where you combine the old project with the 
new under one contract and then you milk the new project while it 
is not needing repairs in order to repair the old project. 

Now what h: appens when both the projects are old and need main- 
tenance is another matter and one that I am almost terrified to con- 
template. Now in this process of proffering this single contract, 
combining contracts, PHA urges the local authority to accept this. 
Now what happens is that the old project if it had been in operation 
before 1954 will revert to the local community at the time that its 
building costs are paid off. 

The local community will own it. Now in this slight-of-hand trick 
by proffering the single contract and combining contracts, what PHA 
does is take this old project away by giving them the new contract 
which says that none of this then will revert to the local authority 
until all of the contributions have been paid back, and as I have indi- 
cated here, this is an interminable, if not eternal, kind of thing. 

Now this activity on the part of PHA in taking the interest of the 
local community under its original contract away from the local com- 
munity, I suggest approaches suspect activity and perhaps there are 
other appropriate words that could be applied to it. 

It is actually taking this interest away from the local authority in 
the guise of helping the local authority solve its financial problems 
with projects that need a great deal of maintenance. This is a thing 
which has been accomplished in Chicago, and this was a matter of 
concern to them a year ago and also a year ago PHA was proffering 
to us the same kind of solution for our problems. 

Now it is for this reason that I most vigorously urge that this whole 
concept of self-liquidation be reexamined and the rights of the local 
authority and the local community as they existed under the original 
contract prior to 1954 be reconst ituted. 

Now the second further thing that has to be done: From the begin- 
ning in 1937 the Housing Act has provided that the local governing 
body must initiate low-rent public housing in a community. 
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It is the city council which makes this resolution and takes this 
action. 

Section 10 L of the Housing Act of 1954 contemplates that the local 
governing body must determine if an entity of public housing is to be 
sold to private ownership. Between these two termini local policy 
and planning must be in local hands, also. 

In Gary we have engaged in a self-analysis of public housing in 
our city and we have developed a tentative program for public housing 
in Gary. One point of view is that any local program must have a 
thoroughly pragmatic base: The local program is developed at a par- 
ticular time to serve needs that then exist; the physical plant must 
not be frozen into some inalterable form; as the needs change so must 
the character of the housing offered. 

When IND 11-1, 11-2, and 11-3 were planned and built, we were 
addressing housing needs as they existed in 1938. In 1938 few people 
were thinking in terms of the housing needs of the aged couple or the 
aged single person. Beyond that, the birth rate had been pared by 
the de pression and there were few really large families. 

We find that currently we have a disproportionate number of public- 
assistance families (500 out of 1,287) that we are housing. We feel 
that there are other groups in the community that have a valid claim 
on public housing. We propose to develop a program that will meet 
these claims. We want to build housing for the old-age couple, the old- 
age single person, and the very large family, none of which, with our 
present facilities are we now able to serve properly. 

Another facet of our proposed program has to do with the relation- 
ship of PHA to the Gary Redeve lopme nt Commission. We wish, 
in cooperation with the Gary Redevelopment Commission, to go into 
the redevelopment area and build or rehabilitate housing that will 
serve as relocation housing for the families affected. 

[t is understandable that a local authority _— find it necessary 
to sell an entity of public housing to — ownership in order to 
solve serious financial problems or in order i ines pace with the 
changing residential character or housing to of ac ity as cited 
above. 

This determination must be recognized as an inalienable right of 
the local authority and the local community. It is just as necessary 
as local determination concerning setting of rents and eligibility re- 
quirements, the preparation of budgets and the control of expenditure ; 
in fact it insane important. 

[f you will give the local authority, its commissioners, and its em- 
ployees a real job to do with full responsibility for doing it, the very 
challenge will in itself raise up men on the local scene competent to 
do it. Certainly they will carry on the program more effectively and 
acceptably than a legion of PITA employees trying to run the local 
pe am by remote control from the Longfellow Building. 

Gentlemen, I thank you for your time and courtesy. 

Mr. Rarns. Commissioner, you make a very fine statement. You 
were talking about the amendments which are presently in the housing 
bill and which the Senate is considering. I don’t know how it is 
coming out. I understand they are debating it this afternoon. 

I want to thank you for coming and I assure you that we appreciate 
your statement. 
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Mr. Srusss. Fine, and if it can be used effectively, I will be glad 
to come back on invitation and to help in any way ‘that I can. 

Mr. Rarns. Thank you very much, and thank you, Mr. Madden, 
for bringing him up. 

Mr. Mappen. Thank you. 

Mr. Rarns. Gentlemen, that concludes the day’s hearing and we 
meet Monday morning at 10 o’clock. 

(Whereupon, at 2: AD p. m., the subcommittee adjourned to recon- 
vene at 10 a. m. , Mond: ly, July i4, 1958.) 
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MONDAY, JULY 14, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HovUsING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., Hon. 
Albert Rains presiding. 

Present: Messrs, Rains, Addonizio, Mrs. Sullivan, Messrs, Ashley, 
McDonough, Widnall, and Betts. 

Mr. Rains. The committee will be in order. 

The first witness this morning is Dr. Wheaton, testifying for the 
National Housing Conference. Come around, gentlemen. 

Mr. Wueaton. Good morning. 

Mr. Rats. I judge from your statement, Dr. Wheaton, you are 
going to summarize it in the main and read part of it / 

Mr. Wueaton. I would prefer to do so, Mr. Chairman. 


STATEMENT OF WILLIAM L. C. WHEATON, CHAIRMAN, BOARD OF 
DIRECTORS, NATIONAL HOUSING CONFERENCE 


Mr. Wueaton. First, I would like to say that the president of the 
National Housing Conference, Mr. Orlando Ogle, regrets that he is 
unable to be here today. I have a letter from him addressed to the 
chairman expressing those regrets which I hope can be introduced 
in the record at this point. 

Mr. Ratns. It may, and I regret he is not here. He is a longtime 
good friend of mine. 

(The document referred to is as follows :) 


NATIONAL HousiInG CONFERENCE, INC., 
Washington, D. C., July 9, 1958. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN Ratns: It is with regret that I am unable to appear before 
your committee on Monday, July 14. My business in Birmingham makes the 
trip to Washington impossible. 

Particularly, would I like to be there to again express to you the esteem that 
we in Alabama have for you in your continued fight, year in and year out, in 
behalf of the provision of housing for Americans most in need of proper shelter 
in good neighborhoods. 

Dr. William L. C. Wheaton, chairman of the board, will present the testimony 
of the National Housing Conference. You may be confident that I wholly 
concur in the testimony he will offer on behalf of NHC. 

With presonal good wishes to you, I am, 

Yours cordially, 
J. ORLANDO OGLE, President. 
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Mr. Wueaton. Secondly, for the record Iam William Wheaton. 1 
am chairman of the board of the National Housing Conference and 
director of the Institution for Urban Studies of the University of 
Pennsylvaina. 

I have with me this morning Mr. Warren Vinton, a comember of 
the board of directors of the National Housing Conference. We are 
very happy to appear again this morning be fore this committee on 
housing legislation. 

I think that the National Housing Conference has been down 
here for nearly 30 years now trying to assist in the development of 
this program. Never in that time has housing legislation been more 
urgently needed. Never in that time have we had a more important 
series of proposals before us. Today with 5 million unemployed and 
residential construction down to a million units a year, it seems par 
ticularly important that the Congress should adopt a comprehensive 
and effective housing bill. 

Nine years ago when our population was 25 million people lower 
than it is today, we built 1,400,000 units, but this year we are un- 
likely to go much beyond a million units. I don’t think that I need 
say more to stress the vital importance of adopting an effective and 
workable bill. 

The committee has before it 5 bills introduced on the House side, 
4 by the chairman, and Mr. Talle’s bill for the administration. It 
will also have before it the Senate bill which we believe is a good 
bill, and contains many provisions of great importance to the housing 
program. There is a considerable measure of agreement on the prin- 
ciples which must be included in the bill this year, and there is a 
wide range of disagreement on the amounts of aid that are needed 
backing up those principles. 

I will not comment at length about the private housing aids title to 
the bill. I am going to follow the order of the Senate bill for 
convenience in this presents ition. The effect of that title on the 
Senate side is to raise ceilings on eens mortgage amounts to 
slightly improve ratios in the FHA ince program and to make 
other minor but important changes. 

All of these changes have the general effect of increasing the ulti 
mate cost of housing to the consumer. In this sense while they may 
provide minor increases in production, minor but essential increases in 
the availability of housing, in urban renewal areas and minor but 
essential increases in relocation housing for upper income families, 
these aids will not get to the core of the problem. 

We can never provide additional housing for the families who need 
housing most, that is low- and middle-income families merely by 
increasing price ceilings or mortgage ratios. We support the pro 
visions of the Senate bill, but recognize their limitations in this 
respect. 

This title also increases the FHA insurance authorization by $4 
billion a year for the next 4 years. This, too, is an essential and 
desirable provision but if it is desirable that private builders be able 
to plan for the next 4 years, we regard it as equally essential that the 
public housing agencies of our local communities have the same powers 
and privileges. 
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The second title of the Senate housing bill deals with housing for 
the elderly. Again it makes minor changes in the mortgage ratios 
under the FHA program and makes certain technical changes which 
will improve marginal production of high-cost housing for the elderly 
but will not in any respect meet the main problem. 

The main problem is 1 million a year of additional aged persons, 
most of them living on social-security pensions of around $100 a 
month, who surely can not afford to pay $80 a month for new private 
housing. The chairman has introduced the only bold and decisive 
bill which might possibly aid the lot of middle and lower income re- 
tired families in H. R. 8502. I hope that he will press this bill. It 
is an important one. 

Most of the aged families also fall into low-income groups and in 
the long run must be served either by such aids as the chairman pro- 
poses in his bill or by public housing. The next title of the bill, the 
urban renewal title makes important and significant changes in that 
program. 

First of all it proposes a 6-year program in a total amount of 
$1,800 million. Applications from local communities are substantial- 
ly above this level. Indeed last year the administration conceded ap- 
plications ran above $500 million a year. 

We believe that local communities should be authorized to pro- 
ceed with urban renewal as rapidly as they desire to and are willing 
to provide the matching grants. This would suggest a minimum 
program of $400 million a year. I don’t see why we should have a 
$5 billion . year agricultural program and an urban renewal pro- 
gram less than a tenth of that size. I don’t see why we should have 
a long-range highway program aggregating $100 billion and an urban 
renewal program which, over the long range, is now scheduled for 
only one-twentieth of that size. 

In a recent report of the Rockefeller Bros, Fund on the future 
of the American economy, a report prepared under a committee head- 
ed by Tom McCabe, a former chairman of the Federal Reserve Board, 
it was recommended that a $7 billion annual urban renewal program 
should be sought by 1965. A minimum program of $4 billion a year 
was recommended by this very conservative committee. 

We should move as rapidly as we can in that direction. The ad- 
ministration has suggested that local contributions to the renewal 
program should be increased from one-third to to one-half. We 
believe that this would have the effect of killing a program which is 
almost universally accepted. The Senate bill also provides for cer- 
tain technical changes to aid small communities, improvements in re- 
location allowances and a modest change in nonresidential renewal 
under the act. 

We support all of these provisions, although we have some reserva- 
tions with respect to one Senate provision and this is the one which 
would allow a business displaced by urban renewal to have priority 
in relocation within the project area. We believe that the Adminis- 
tration’s technical and legal objections to this have some merit. 

Next I would like to discuss the public housing title. As adopted 
by the Senate, this title makes five important changes in the present 
public housing program. First, to provide for the first time real 
local autonomy in the administration of the program. 
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Second, to provide for a fixed annual contribution from the Fed- 
eral Government and an equitable sharing of residual receipts. 

Third, to permit local authorities to provide some minimum of 
liaison with welfare : agencies to help families in need of such services. 

Fourth, to make some minor changes in the income limits within 
the scope of present law, and fifth, to, for the first time, establish an 
equitable arenes to permit public housing to go into urban re- 
newal are 

All of these are vitally important measures to free the public- 
housing program of the dead hand of Federal supervision and to en- 
able local authorities to assume the responsibilities intended in the 
original act and in the 1949 act. 

In addition to these provisions which are in the Senate bill, the 
Senate bill as reported by the Senate Banking Committee, contained 
three other provisions which we believe to be desirable. One of these 
would permit over-income families to remain in public housing at 
the option of local housing authorities if no decent housing was avail- 
able for them and charging them full economic rents. 

The second would have permitted the sale of dwelling units, again 
at local option, to overincome families. 

The third would have clarified the fact that under present law local 
authorities have the right to acquire single detached homes or to build 
single detached homes on scattered sites. This latter provision the 
administration has now conceded, after some years of debate, is pos- 
sible under present law and is, therefore, not necessary to be enacted 
at this time. 

The other two provisions we believe would substantially improve the 
social environment in public housing by permitting public housing 
projects to retain the community leaders who are otherwise evicted 
and who, if they are allowed to remain, can contribute materially to 
the improvement of the mental health and morale of families in pub- 
lic housing by prov iding leadership and setting standards for them. 

Finally the Senate bill provides 17,500 additional units after the 
next fiscal year. We believe strongly that the full remaining balance 
authorized by the 1949 act, approximating 200,000 units, should be 
authorized at this time. We call attention to the fact that the ad- 
ministrator has testified that some such number will be needed in the 
next 4 years. 

His estimate of 123,000 units needed for relocation housing in the 
next 3 years is based upon his proposed reduction in urban renewal 
which is unlikely to occur, we hope, and if his figures were to be 
expanded to the size of the urban renewal program actually in pros- 
pect and extended for 4 years, we would need 200,000 units. 

The bill also contains provisions for college housing which we be- 
lieve to be urgently needed. It contains provisions for changes in the 
Fannie May mortgage purchase authorization, which we support, 
including the 1-year extension of par purchases of special assistance 
loans. 

We would also urge that there be reserved in the present Fannie 
May authorization a $50 million reservation for cooperative housing. 
Other provisions of the bill we also support including the VA direct 
loan provisions and minor appropriations or authorizations for farm 
housing research and public works research. 
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There are a number of programs which are not covered in any of 
the bills now pending before the Congress. Perhaps most important 
in the long run of these items not covered are provisions for a pro- 
gram of research on urban housing and other urban problems. 

‘Ten years ago, before this committee, the Housing and Home Fi- 
nance Agency was able to present sever ‘al hundred pages of detailed 
analysis ‘of our housing conditions, of quantitative information on 
housing conditions and the measures needed to provide effective aid 
to housing. 

‘Today because of the lack of even an elementary statistics program, 
the Housing Administrator is not in a position to present such in- 
formation. Today home builders, mortgage lenders, Federal officials, 
and above all, the Congress, are not in possession of the essential facts 
concerning the housing market and housing conditions, because we 
lack any reseaarch program worthy of the name in urban housing 
and other urban problems. 

In the long run, research has paid off a hundredfold in agriculture 
and in other fields. I regard it as essential that such a program be 
authorized in connection with this act. In addition, there is an 
urgent need for gradual training of professional personnel in this 
field, a minor provision which might well be included. 

The second major omission in any pending legislation is any pro- 
posal for meeting the needs of middle-income families. The limita- 
tions on the present production of housing are not those of credit for 
the first time in the postwar period. ‘They are limitations in the 
market. 

The market cannot absorb apparently more than about a million 
units a year. As long as production is held at this low level, we will 
never create the vacancies we need for easy relocation, we will never 
create the orderly process of filtration in the private housing market 
necessary to reduce the prices on older homes and permit middle and 
lower income families to buy older homes freely. 

An increase in the production of new housing for middle-income 
families, using private production mechanisms, is, therefore, an essen- 
tial in any comprehensive housing program. We strongly urge that 
some sort of program of this type be included in any legislation. 

I should also mention our interest in the establishment of a Depart- 
ment of Housing and Urban Development as an essential means of 
enabling the housing agency to obtain its proper stature and position 
in the Federal structure. Finally, before I close, I should like to 
comment briefly on the so-called coinsurance mortgage plans which 
have been introduced in a variety of forms during the last year. We 
oppose the adoption of any such new mortgage insurance scheme 
at this time for the following reasons, among others: 

We believe it inappropriate for the Federal Government to author- 
ize a mortgage insurance program which does not contain limitations 
on interest rates and construction standards. We believe that any 
such program would duplicate the existing field services, standards, 
regulations, accounts, and redtape of the FHA and VA system, and 
if any such program is ever adopted it should be administered by the 
FHA. We believe that the administration of such a program by 
the Home Loan Bank Board would exacerbate existing conflicts of 
interest within that agency. We believe that the Congress should 
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not authorize a new insurance program which would in fact serve 
only one class of Jenders and would not in fact serve all lenders. 

We believe that the sponsors of this legislation have not yet demon- 
strated that it would be administered on an actuarially sound basis. 
There are acknowledged experts in this field who have not been con- 
sulted, whose judgment has not been involved in the formulation of 
the program. 

Finally, this program as now constituted constitutes a serious threat 
tothe FHA and VA programs. Until this threat can be unequivocally 
eliminated, no new progam should be adopted. The Federal Housing 
Administration has sought and is now seeking to modify its program 
so as to overcome the legitimate complaints of small lending agencies, 
particularly in rural and nonfarm areas. We believe that the FH A 
should have at least another year in which to modify its program to 
meet these legitimate complaints before some new program is estab- 
lished. 

That completes my oral presentation, Mr. Chairman. TI hope that 
it will be possible to introduce my complete statement in the record 
at this point. 

Mr. Ratns. It will be included in the record, Doctor, and we are 
glad to have your statement. 

(The statement refered to is as follows:) 


STATEMENT OF WILLIAM L. C. WHEATON, CHAIRMAN OF THE BOARD OF DIRECTORS, 
NATIONAL HOUSING CONFERENCE 


Mr. Chairman and members of the committee, we are happy to again have the 
opportunity to appear before you on housing legislation. The National Housing 
Conference, a nonprofit, nonpartisan citizens’ organization, has been actively 
interested in housing legislation for more than 20 years. Never in that period 
has there been a more urgent need for decisive legislative action on a wide range 
of housing problems. Today we have more than 5 million unemployed. We are 
nevertheless having . depression in housing. Eight years ago, when our Nation 
had a oppulation of 25 million less than it has today, we built 1,400,000 homes. 
This year, with greater economic resources available, with the unemployed need- 
ing work, with greater population, it appears that we are unlikely to build more 
than 1,100,000 units, if indeed we exceed a million. 

The Federal Government went into the housing business to relieve unemploy- 
ment and to promote economic growth and stability. This objective appears in 
every major legislative enactment from 1932 to 1958. Our housing conditions 
are not substantially better today than they were a decade ago. Slums continue 
to grow more rapidly than they are replaced, the vacancy rate for habitable 
dwellings is far below the level needed for free market choice. The Federal 
Government now has a broad armory of housing tools which should be used to 
sustain a high volume of residential construction, particularly in periods of 
unemployment. Yet the appalling fact is that we have failed to respond to this 
challenge. We have failed to fulfill congressional intent. The decisive action 
needed to take advantage of the opportunities presented has been lacking. This 
is the first, most basic issue confronting this committee. All other issues are 
secondary. 

The committee has before it 5 bills, 4 introduced by its chairman and 1 by Rep- 
resentative Talle. In addition, the Senate has acted on a bill that will be con- 
sidered by this committee. To shorten this presentation, I will follow the order 
of proposals contained in the Senate bill, which includes a number of features 
not contained in any House bill. 

May I note first that there is a considerable area of agreement between all 
of the proposals now pending. There is recognition that FHA mortgage ceil- 
ings should be increased, that improvements are needed to promote housing for 
the aged, that the urban renewal program should be extended for at least 5 
or 6 years, that the public housing program should be extended, that the college 
housing program should be enlarged, and that FNMA mortgage purchase ceilings 
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should be raised. On some of these matters, there is agreement as to detail; 
on others there is very wide disagreement. Nevertheless, we take some comfort 
in the fact that over the years there has developed much agreement on broad 
purposes and some narrowing of former disagreements on methods. 


AIDS TO PRIVATE HOUSING 


I would like to turn first to the aids to private housing construction. All of 
the bills recognize the desirability of raising the maximum mortgage amounts 
under the FHA program, The Senate bill proposes increases to $22,500. The 
Administration would raise this to $30,000. If these increases will spur a tiny 
amount of additional residential construction for the fraction of our families 
who are wealthy enough to afford such luxury houses, we would certainly en- 
dorse them. We nevertheless point out that the volume will be exceedingly 
small and that it is not a matter of great public urgency that further Federal 
aids be provided for housing those already in the highest income class, while 
those in the middle- and lower-income classes are sorely in need of homes. 

Both bills contain provisions which would facilitate trade-in housing operations 
by an escrow device. This appears to be useful to accelerate home sales. 

All of the bills would raise the maximum allowable mortgage amounts for 
FHA-insured rental housing. Some increases appear to be warranted and we 
would prefer the larger increases proposed on the Senate side. Again these 
increases will promote the construction of housing for higher income families 
and may thus indirectly make more housing available for middle- and low-in- 
come families. They are obviously of no direct use to families who need housing 
most. 

The Administration in addition proposes that the maximum mortgage interest 
rate on section 207 and all other FHA-insured titles be raised from 44% to 5% 
or 6 percent. Again this may add luxury-class construction while simultane- 
ously narrowing the market for middle-income families. The Administration 
proposals appear to discriminate against cooperative housing by proposing 514 
percent maximum rates on co-op projects, though they are prepared to accept a 
5-percent rate on Capehart projects and 6 percent on some other classes of 
housing. We would oppose particularly the increase in allowable rates for 
cooperative projects which are serving important public purposes and for which 
secondary market backing should be available. 

Further on cooperative housing, the Senate bill would permit increases in 
mortgage ratios to 97 percent of replacement cost and permit the inclusion of 
certain desirable community facilities. We strongly endorse these proposals 
along with the changes in maximum mortgage amounts which are proposed for 
all sections. 

I turn now to section 220, mortgages for urban renewal areas. There is agree- 
ment on modifications in the valuation base to provide 100 percent mortgages on 
such projects, excluding builders’ and sponsors’ overhead and profit. There is 
agreement on other technical modifications to include certain land improve- 
ments. The Administration would raise mortgage ceilings here to $30,000 with 
slightly lower mortgage ratios. We see no objection to the increased ceilings 
for luxury housing provided that the mortgage ratios in the Senate bill are 
maintained. Some urban renewal projects provide for luxury-class housing 
which may help to preserve urban areas and strengthen the urban tax base. 

The section 221 mortgage program was hailed in 1954 as the answer to the 
relocation problem. This argument was flagrantly specious at the time, since 
everyone knew that most of the low income families displaced by urban renewal 
efforts could not afford to buy or rent newly built homes even with the advan- 
tageous terms offered under the section. What we did not know about the 
section 221 program when it was enacted was that this program would almost 
totally and abysmally fail to provide any housing whatsoever, even for the few 
families who were relocated and could afford new housing. The administration 
evidently proposes no changes which would make this program work. The 
Senate bill now proposes to raise mortgage ceilings from $9,000 to $10,000 and 
in high-cost areas from $10,000 to $12,000. The administration supports the 
high-cost-area increase and proposes to handle other areas on an administrative 
basis. The Senate bill proposes a desirable technical change in the local certify- 
ing definitions and an increase in the mortgage ratio to, in effect, 100 percent 
mortgages for both nonprofit and profit corporations. In the absence of any 
other proposals we support the Senate suggestions. 
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All bills propose an extension of the FHA mortgage insurance authorization for 
4 years at $4 billion per year. If such an extension is desirable for the FHA pro- 
gram, and we believe it is, simple equity should require a comparable extension 
of the public housing program which is providing a tiny amount of effective 
relocation housing, but which should be providing very much more. 


HOUSING FOR THE ELDERLY 


Both the Senate bill and the Administration’s proposals propose a new separate 
section for housing for the elderly. The FHA is content with the increases in 
mortgage amounts and the 90-percent mortgage ratios authorized for other 
sections. The number of elderly persons is increasing at the rate of a million 
persons per year. Virtually no housing is being provided for these senior 
citizens. The question is not whether minor changes in the program will 
permit the additional construction of 25,000 or 50,000 units a year. The ques- 
tion here is what is needed to increase construction to 250,000 or more units a 
year. The Senate bill proposes to increase mortgage ratios to 100 percent of 
necessary cost for all types of sponsors, to waive the economic soundness provi- 
sions, to waive the prevailing wage requirements, and to include nursing homes. 
We would favor the higher ratios for nonprofit corporations and the modification 
of the economic soundness criterion. We would oppose the other changes at 
this time. 

While expressing the hope that these changes may produce some minor im- 
provement in housing production for high-income retired families, we call at- 
tention to the fact that they do nothing to take care of those elderly families 
who are most in need of housing. How many retired couples on a social-security 
pension of $100 a month can pay $90 a month rent? The only proposals which 
even pretend to meet this need are the bold and courageous proposals by Con- 
gressman Rains (H. R. 3502) which would effectively aid elderly families of 
middle income and a major expansion of the public housing program for aged 
persons which would provide accommodations for those of lower income. In 
addition, we are shocked that the Administration has presented no analysis of 
the income distribution of aged families, no estimate of what they can afford 
to pay for housing, no estimate of the costs of FHA-aided housing for the 
elderly under its proposals, no estimate of the volume of construction which will 
result. It merely says we can do some business under these slightly modified 
provisions. Surely this is not the way to find a solution to a grave and growing 
problem. 

URBAN RENEWAL 


One of the most important issues facing the Congress is the size of the future 
urban renewal program. The Administration proposes a 6-year program with a 
total authorization of 1.5 billions in grants and a progressive reduction in the 
Federal share of renewal costs from two-thirds to one-half of such costs. The 
Senate bill proposed a 6-year authorization of 2.1 billions at $350 million per 
year which was reduced to $300 million on passage in the Senate. It also provides 
a permissible increase of 150 million per year and the maintenance of the present 
matching formula. 

We are happy to note there is agreement on the need for a longer range 
extension in this program and also agreement that the program should not be 
reduced in scope. We believe that it is essential to our national economy that 
the program should not only be continued but that it should be steadily expanded. 
Eighty percent of our national income is produced in urban areas. Our cities 
are the major source of our national wealth and power. They contain two- 
thirds of our national population. They must accommodate 60 million addi- 
tional people in the next 20 years. They are rotting at the core, threatened 
with accelerating blight and virtually powerless to remove this blight and restore 
hopeless areas except through the provisions of this title. It is well established 
that cities lack the capacity to raise taxes to meet these needs. It is an unargu- 
able fact that most States have refused to do so and that they are already 
facing drastic increases in taxation for other purposes, particularly schools and 
highways. Under these circumstances, the continuation of the present matching 
formula and the expansion of the Federal-aid program is absolutely essential to 
the economic health of our cities and the Nation. 

We are happy to note that the Senate rejected the proposal of the adminis- 
tration to reduce the matching formula so as to eventually achieve a 50-50 
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percent sharing basis. The continuance of the present two-thirds Federal and 
one-third local sharing basis, as provided in the Senate bill, is absolutely essential 
if the program is to continue. We would frankly prefer an 80-percent Federal 
and 20-percent local basis in order to stimulate this very necessary program. 

In respect to the size of this program, I believe that the Congress should do some 
earnest soul searching. Why should we have a $5 billion a year agriculture pro- 
gram, serving less than a fifth of the Nation and only a paltry $300 million a year 
urban-renewal program serving two-thirds of the Nation? Why should we have 
a $100 billion, 6-year highway program and only a $2 billion urban-renewal pro- 
gram? The recent report on America’s economic future by the Rockefeller 
Brothers’ Fund urged that an urban-renewal program of $7 billion per year, 
roughly equal to the highway program, should be achieved by 1967. They urged 
as an absolute minimum a renewal program of $4 billion per year by that time. 
This committee headed by Thomas McCabe, formerly Chairman of the Federal 
Reserve Board, and other leaders of similar stature looked at this problem 
realistically and in the light of our national economic needs. We will never 
get economically sound and workable cities with a declining urban-renewal 
program. 

The administration has conceded that American cities are now requesting urban 
renewal aid at a level exceeding $500 million per year. I understand that actual 
acceptable applications last year were approximately $600 million. The Com- 
missioner has testified that the administration’s program would necessitate deny 
ing aid for many projects. Of course, cities can be discouraged, applications can 
be delayed, rejected, or refused, so as not to create the impression that the program 
is inadequate. This has clearly been done in the public-housing program. But 
when American cities are ready and eager to go ahead with urban renewal, the 
Federal Government should urge them to proceed. The Senate proposals are the 
minimum acceptable level and even they will fail to take full advantage of the 
willingness of American cities to proceed with renewal. 

There are a number of proposals for technical changes in the renewal program, 
There appears to be agreement on the desirability of authorizing planning grants 
for communitywide programs on a two-thirds, one-third sharing basis. The 
administration’s desire is to eliminate the present system of planning advances 
covering the full cost of planning and to substitute a two-thirds grant system. 
We have no objections to this proposal of the administration with respect to 
cities that now have going renewal programs. We believe that it would be 
advantageous to keep the present advance system for cities which have not begun 
renewal programs to date, particularly the very large number of small com- 
munities for whom the advance system has proven demonstrably workable. 

The Senate bill, as passed, increased family relocation payments from a maxi- 
mum of $100 to $200, a change which we fully support. Moreover it makes pro- 
vision for relocation payments to families displaced from urban-renewal areas 
by nonproject local public works. This provision seeks to remedy an obvious 
inequity wherein one family in an urban-renewal area displaced by a highway 
improvement receives no compensation for relocation and a family next door 
displaced by the removal project receives such compensation. The administra- 
tion opposes this provision on the grounds that it is aid for a non-Federal action, 
This ignores the obvious fact that all public improvements in a renewal area 
represent part of the plan for renewal and will contribute to that plan. The 
technical distinction, whether the specific action is computed in project cost, 
treated as a local nonecash grant, or treated as a nonproject local public expendi- 
ture should not be allowed to stand in the way of equity. 

The Senate bill gives businesses displaced from a renewal area a priority in 
relocating in the same area after clearance and reconstruction. While the pur- 
pose is a worthy one, serious economic and legal problems are raised by this 
proposal, problems which can be handled more readily through a sliding scale 
of relocation payments to business. The priority right is one which will rarely 
be exercised by the relocated business and could be subject to serious abuses. 
Such rights might become priorities which would be bought and sold to the 
detriment of the urban-renewal plan. 

There is agreement on the need for greater flexibility in the authorization of 
nonresidential renewal projects. The present law makes some provision for 
such projects, recognizing that renewing the economic health of the city is an 
essential part of comprehensive renewal programs. The Senate bill would 
raise allowable nonresidential projects from 10 percent to 15 percent of the tota! 
and would remove a 20-percent residential requirement now in the act. The 
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Administration proposes a separate $150 million loan program with no provision 
for grants. The Administration proposal would unduly impair flexibility in 
administration. If the project is meritorious enough to warrant Federal support 
and requires no subsidy, present provisions of law would permit it to be financed 
on a loan-only basis. The Administration provision would prevent approval of 
such projects in cases where they are equally meritorious and require some grant 
even though the grant might be quite small. We therefore support the Senate 
proposal. The additional $150 million loan authorization might well supplement 
the Senate provisions but not replace them. 

The Senate bill would permit Federal recognition of local noncash grants-in- 
aid built 5 years before a contract for urban renewal, where a community renewal 
program had received prior approval. This is an important provision to enable 
communities to schedule their capital budgets and the installation of com- 
munity facilities on an orderly, long-range basis and will greatly accelerate the 
expansion of local renewal programs. The Administration has accepted and 
recognized the soundness and desirability of the community renewal program 
concept. This change in the authorization period for noncash grants is an es 
sential aspect of the whole approach toward the development of citywide renewal 
programs. The Commissioner did not object to the change. Other provisions 
of this title on the Senate side are technical in nature, including provisions 
which encourage State agencies to serve smaller communities in urban renewal 
planning and in the planning grant program 


LOW-RENT PUBLIC HOUSING 


The Senate bill proposes inmportant changes in the low-rent publie housing 
program. These changes will greatly improve the character of the program 
without materially changing its cost or size. The need for them stems in part 
from the lessons learned in 20 years of public housing administration and in 
part from the almost complete collapse of effective administration of this pro- 
gram by the Public Housing Administration, a collapse brought on by a disastrous 
accumulation of redtape and excessive Federal control over local government 
action. 

Our experience with public housing to date has demonstrated that large high- 
density projects in most communities fail to achieve adequately the social pur- 
poses intended. Instead of promoting the steady rehabilitation of families, they 


i 

tend to concentrate so many problem families in one project as to reinforce 
rather than to abate their problems. Large projects minimize the educational 
effect of participation in normal neighborhood activities. They separate lower 


income families from those who might belp them to regain morale. They fail 
to make the contribution which they might otherwise make to general community 
improvement. 

The present regulations imposed on local authorities force them to take the 
worst sort of problem families displaced from renewal areas and force them to 
evict higher income families whose continued occupancy might set higher stand- 
ards of living and provide leadership for less-fortunate families. The Public 
Housing Administration, while agreeing with these facts, has failed utterly to 
move to any widely effective conclusionson them after 6 years of efforts by local 
housing authorities. The PHA has finally authorized one project of single, de- 
tached prefabricated homes and one project for the acquisition and rehabilitation 
of scattered older homes. This is evidence that the Administration has been 
and is unprepared to look at realities in public housing administration. 

Finally the degree of Federal supervision of local programs has now reached 
such appalling lengths that there is no detail of project design, construction, 
administration, or management not subject to interference and harrassment by 
Federal authorities. Formerly the Federal Government recognized that local 
authorities, led as they are by highly respected boards of unpaid citizen leaders, 
were responsible people with experience and skill. Today, despite six years 
of additional experience, it is clear that the Federal agency assumes that local 
authorities are irresponsible, are unfit to manage their own projects, and know 
less about the local community and its desires and needs than some Federal 
bureaucrat. 

To remedy these grave difficulties the Administration proposes nothing. It 
claims that its action on two experimental projects is enough. It claims that 
local communities contribute nothing to the projects despite the recognized fact 
that the local subsidy in the form of tax exemption is equal to approximately 
one-half of the Federal subsidy. 
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The Senate bill proposes a broad policy statement which would make clear 
the original congressional intent that local public agenceis are responsible for 
the operation and maintenance of projects and are permitted to build projects 
meeting local needs and conditions, including purchase and rehabilitation of 
older structures. No legislative mandate is technically required for local control 
of these matters. Only the accumulated history of Federal interference makes 
a restatement of congressional policy desirable. In addition, the Senate bill 
would permit local agencies to set rent and income limits within the limits 
established by Federal law. As reported by the Senate Banking Committee the 
bill would also have permitted continued occupancy at economic and unsubsidized 
rents by higher income families unable to find suitable private houses. As 
reported the bill would also have authorized the sale of individual units to 
overincome tenants or to cooperatives of tenants if that was considered desirable 
locally. We believe that these proposals are desirable in an effective public 
housing program which will achieve the purposes intended by Congress of pro- 
viding housing for low-income families under circumstances which will permit 
and encourage their self-improvement and normal living conditions at minimum 
cost to Federal and local agencies. 

In addition to the policy statement, the Senate bill vests responsibility in the 
local housing authorities for setting income limits and rents. Income limits for 
admission must be held below a ceiling which is exactly the same as that estab- 
lished by the present act, which requires a gap of at least 20 percent between 
such income limits and the income levels at which private housing is available. 
The only exception is that for families displaced by urban renewal or other 
public activities the 20-percent gap is waived. This is essential in order to 
avoid forcing the many displaced families which fall within this gap to relocate 
thelmselves in other substandard dwellings. The Senate bill, in permitting local 
housing authorities to set rents, waives the present requirement that rents be 
at least equal to 20 percent of income less set exemptions. This is essential to 
permit needed flexibility, particularly in avoiding hardship to large families 
who cannot afford so high a rent. We are in wholehearted support of these 
provisions. 

Pxisting preferences for veterans and families displaced by renewal and other 
public-improvement programs would be preserved. 

The Senate bill would also modify the present annual contribution formula by 
making the Federal annual contribution a fixed amount for the amortization 
period of a project. The net operating revenues (i. e., residual receipts) of local 
authorities, which may well be increased by achieving lower operating costs or 
by attaining a higher average rent level through serving a more representative 
cross section of low-income families, would be devoted two-thirds to the accel- 
erated amortization of the project indebtedness and one-third to local low-rent 
housing purposes. This provision has been attacked on grounds that it is a give- 
away. On the contrary, it is merely a tiny step toward a return to the concept 
originally embodied in the Housing Act of 1937, according to which the local 
share of the cost of public housing was to be one-fifth of the Federal share. In 
fact, the local share has almost always been nearly one-half of the Federal share, 
and Federal contributions to the program have always been far lower than the 
original act contemplated. These provisions of the Senate bill would give local 
authorities incentives to save money and opportunities for program improvements 
now impossible. In the long run, they would accelerate the repayment of indebted- 
ness, and thus minimize Federal expenditures. 

The Senate bill as passed would authorize 17,500 additional units, in addition 
to the 35,00 now authorized for the next fiscal year and some 26,000 authorized 
for the current fiscal year but not yet under contract. The Administration 
opposes any further authorization at this time on the grounds that the authoriza- 
tion is not needed. In the words of the Commissioner, “Obviously the [present] 
authorization wil serve all demands for the next 2 years.” Presumably this is a 
statement of policy that between now and 1960 the Administration does not intend 
to or cannot authorize even the pitiably small number of units which the Con- 
gress has authorized in recent years. The Administration’s record to date amply 
confirms this belief. Of the 35,000 units authorized for this vear, only 9,000 have 
been put under contract to date, repeating a record of inaction unparalleled in 
Federal administrative history. 

The Administration contends that local authorities do not want more public 
housing. This is clearly untrue. In the few cities or States which have local or 
State-aided programs public housing is rolling ahead at an unprecedented rate. 
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The facts are that the actions of the Public Housing Administration have stifled 
and discouraged local initiative to the point where local authorities are no longer 
willing to wade through the jungle of red tape, delays, procrastination, indecision, 
and excessive supervision now required to carry out the program authorized by 
Congress. 

By Mr. Cole’s own admission, 123,000 units of public housing will be needed for 
relocation on now foreseeable projects in the next 3 years. Since Cole’s estimates 
are based upon a program of urban renewal 30 percent smaller than that proposed 
by the Senate bill, and half the size of the program for which local communites 
applied last year, it is obvious that his figures should be very substantially in- 
creased. Everyone concedes that a 4-year advance program is essential for FHA 
operations and that a 6-year program is essential for renewal operations. Under 
these circumstances, at least a 6-year authorization for public housing is indi- 
eated. Such an authorization, using the facts as supplied by the Administrator, 
should be 400,000 units to meet local renewal and other needs. We believe that a 
minimum program should authorize the full remainder of approximately 200,000 
units authorized by the Housing Act of 1949. There is obviously no danger that 
the present administration will permit any such number of units to be built, so 
that Congress can safely proceed upon the assumption that a restoration of the 
full authorization would produce no drastic increase in the public-housing pro- 
gram in the next few years. 

The bill reported by the Senate Committee also proposed that local authorities 
be authorized to sell units to overincome families unable to find decent accommo- 
dations on the private market or allow such families to rent at full economic 
rents until private homes become available for them. In the long run, this feature 
would stimulate the design of projects which would permit ready sale and the 
eventual creation of normal neighborhoods reflecting a reasonable range of in- 
comes. The proposal is permissive. Even the Commissioner has testified that it 
is a desirable idea. The objections raised by the administration make little sense. 
They oppose home purchase terms which are now embodied in FHA legislation on 
grounds that such purchases are unsound. While conceding that it ought to be 
done, they can find no way in which it can be done. We strongly urge this com- 
mittee to adopt the Senate committee proposals on this score. 

Finally the Senate bill proposes to remedy a legislative dilemma which has 
bedeviled public housing and urban renewal programs for 9 years. Although 
it was the intention of the 1949 act to encourage some public housing in other- 
wise privately developed renewal areas, the terms of that act required local 
authorities in such instances to contribute one-third of the write-down in site 
acquisition costs in addition to the tax exemption required for all low-rent 
projects. There are many instances in which the incorporation of public hous- 
ing projects in renewal areas would improve the market for private housing 
or other uses and benefit the broader community. The Senate bill would recog- 
nize the local tax contribution as equivalent to the title I matching payment in 
such cases. This would not cost the Federal Government more than is now 
involved in the case of a public housing project located outside a renewal area. 
This provision would give many renewal projects for the first time a real 
opportunity for integrated planning. 


COLLEGE HOUSING 


There is general agreement that the college housing program has been out- 
standingly successful and is filling an urgent and rapidly growing need. The 
Senate bill proposes a $400 million expansion in this program with no changes 
in terms. The Administration proposes a $200 million expansion with higher 
interest rates and a substitute guaranty program which would compel still 
higher interest rates for private institutions. Since college enrollments are 
going to double in the next decade, even the Senate proposals are inadequate 
and we strongly support them. The proposed higher interest rates and guaranty 
program would defeat the purposes of the act by raising costs to students to 
prohibitively high levels. In addition the Senate bill proposes the use of the 
same provisions for the construction of $250 million in other college buildings. 
Pending the adoption of a broader program of aid to higher education, this 
appears to be a workable formula. 
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SECONDARY MARKET PROGRAM 


There is agreement that the maximum mortgage amounts purchasable by 
the Federal National Mortgage Association should be raised to $20,000. Again 
this year the Senate proposes to continue the provisions of existing law requir- 
ing par purchase of special assistance program mortgages. The Senate bill also 
proposes a small increase in the reservation of funds for cooperative housing 
projects. The Administration opposes the latter two proposals. We believe it 
is clear that the special assistance program supports projects which are in the 
public interest far more than conventional mortgages. The Congress has long 
recognized this distinction just as the Administration has long sought to reduce 
the effectiveness of the special assistance program by increasing interest rates 
or discounts. We strongly support the Senate provisions on this score and we 
-all attention to the need for at least $100 million in additional reservation for 
cooperative housing projects. 

The whole subject of the role of the Federal National Mortgage Association 
program deserves careful study by this committee. Congressional action this 
spring in authorizing a huge addition in FNMA’s lending authority is evidence 
that the Congress recognizes the importance of an effective secondary mortgage 
program. The administration has constantly sought to limit the program al- 
though we note that it has used authorizations it earler opposed when it finally 
recognized the need. 

OTHER PROVISIONS 


Other provisions of the Senate bill authorize HHFA to continue a token farm 
housing research program, a much needed seurvey of public works requirements, 
and a modest enlargement of the VA program of direct loans to veterans. We sup- 
port all of these provisions. 

The first two of these provisions call attention to a major omission in all pend- 
ing legislation. For 6 years there has been no effective program of research in the 
field of housing and urban renewal. During these years Congress has been 
compelled to make major decisions regarding housing legislation without the 
benefit of adequate facts. The administration is compelled to make recom- 
mendations to the Congress and to adopt monetary and housing policies without 
adequate knowledge of existing or prospective conditions in the housing market. 
We spend more than $200 million a year for agricultural research, but do not ap- 
propriate 1 cent for research concerning urban housing and other urban renewal 
problems. Last year and again this year small appropriations have been made for 
housing research for farm families despite the fact that there are 5 times as 
many nonfarm families whose problems are equally urgent and for whom no 
research program is authorized. We believe that in the long run housing re- 
search dollars wit vield many times the return that any other dollars of the 
Federal housing program will yield. This is demonstrably true in many other 
fields. Some of our leading industries spend as much as one-fifth of their annual 
budgets for research. The Federal Government, while underwriting nearly 
$5 billion a year in housing, refuses to recognize the possibility that $5 million to 
$10 million a year for research might ultimately pay dividends far exceeding 
all other expenditures. 

There exists a similar need for graduate professional training of housing and 
urban renewal specialists. In this comparatively new fleld more than 30 graduate 
schools have been established in recent years, but the total output of trained 
people is less than one-fourth of the number needed. A modest scholarship pro- 
gram comparable to that offered by the Federal Government in the sciences and in 
public health weuld soon remedy this serious roadblock to local action. 


MIDDLE INCOME HOUSING 


Unquestionably the most serious deficiency in all of the bills now pending is 
the lack of an effective program of Federal aid to middle-income housing. Even 
the most favorable of the terms now available under the FHA program pro- 
vide housing only for those families who are in the upper one-half of the upper 
one-third of the income distribution. In Philadelphia a recent analysis indicates 
that at the lowest price available new private, or rental housing can be purchased 
only by normal families in the upper one-third of the income distribution. This 
means that two-thirds of all Philadelphia families are not in the effective market 
for new housing. The following tables show these distributions. As long as 
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this is the case, we are doomed to a boom and bust housing economy in which 
builders exhaust the market for housing among high-income families and then 
close down operations until the market revives. 


TABLE I.—Income distribution, Philadelphia families, December 1956 
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Taste II.—Income distribution and ability to purchase a home, Philadelphia, 
December 1956 


Income group Percent of Maximum monthly House price required ? 
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these homes, at the average ratio of income to housing expense (15 percent) characteristic of such fan 


Source: Institute for Urban Studies. 


Fortunately, the home-building industry has not had to face this problem 
during the postwar decade. There has been a huge backlog of high-income 
demand for housing and several million middle-income families have enjoyed 
capital gains as a result of postwar inflation which have enabled them to upgrade 
their housing condition because of substantial equity gains on older houses. 
This market is in the process of being exhausted. Builders have felt that credit 
limitations have been the main obstacles to sustain building activity. This has 
been true in many postwar years. This year, however, credit is available and 
it is now evident that market limitations are the main obstacle to expanded 
construction. 

The low level of construction now prevailing is the major barrier to future 
expanded renewal efforts. As long as the construction remains on low levels, 
vacancy rates will continue at low levels. There will be no available space for 
the relocation of lower and middle-income families. The filtration process will 
not operate and both urban renewal and highway programs will be harassed by 
the tight housing supply. If we could expand the housing market and raise 
production to its former levels, the worst of these problems would be ended 
within a few years. 

What is needed is a middle-income housing program to enable cooperatives, 
nonprofit corporations, rental housing sponsors, and speculative builders to 
market modestly priced new homes to middle-income families. Several pro 
posals have been introduced in recent years to achieve these objectives. They 
would require only a loan program similar to that of the FNMA but at interest 
rates and for amortization periods which middle-income families could afford. 
The loans could be fully repayable and administered entirely through existing 
channels in the same manner that FNMA loans are administered. Until such a 
program is adopted we face a continuing housing shortage and a continuing 
threat of low building activity. We earnestly urge this committee to make a 
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systematic and thorough analysis of this subject, looking toward an effective 
and broad-scale program to meet the most serious gap in our national housing 
efforts. It is indeed regrettable that the Congress has not seen fit to face this 
problem to date, especially in the light of the acknowledged opportunity that it 
presents for the expansion of private residential construction. 


MORTGAGE COINSURANCE PROPOSALS 


Within recent months five different proposals have been introduced to establish 
a new form of mortgage insurance to be operated under the Home Loan Bank 
Board. These have been supported by the United States Savings and Loan 
League and have been further modified in testimony before this committee. 
Because the plans have changed so rapidly, and have been drawn so loosely it 
is difficult to comment upon them. Several comments are applicable regardless 
of the form of the proposal. First, we vigorously oppose any federally sponsored 
insurance plan which contains no limits on allowable interest rates and no 
controls over design, construction, and location standards. The Federal Govern- 
ment has no business insuring or aiding in insuring private profits without some 
direct consumer protection and benefit. Second, we oppose the establishment 
of any third insurance program which would wastefully duplicate the adminis- 
trative apparatus now available in both the FHA and the VA. In addition to 
duplication of Federal staffs, such a program would cause untold waste among 
builders and lenders forced to keep three sets of accounts, applications, and the 
like. Third, we believe that there would be a decided conflict of interest in 
having the Home Loan Bank Board, a credit agency, supervise an insuring func 
tion. Fouth, any new program should serve all lenders, not just one class of 
lenders. Fifth, this program has not been demonstrated to be actuarially sound 
by impartial actuaries. It could well be a device to get the taxpayer to pick 
up the bill for what should be a private venture. Sixth, there is real danger 
that this program would wreck both the FHA and VA programs. Until these 
doubts are unequivocally removed it should not be adopted. Seventh, the FHA 
has recently begun to experiment with programs which will ease the redtape 
requirements now limiting its use by smaller and rural institutions. We believe 
that FHA should be urged to extend these efforts and to devise a program which 
will meet such legitimate complaints as savings and loans have for refusing to 
use FHA. 


Mr. Ratns. We have a few questions we want to ask you. 

Getting to housing research, taking the points up perhaps out of 
order, I agree with you that we need a big housing research program. 
But you probably remember the unhappy experience we have had 
with it in the past. This committee authorized a research housing 
program, but the Appropriations Committee never gave any money 
for it. We have had great difficulty. 

It is worth thinking about, and I admit we are legislating in the dark 
a great deal because we don’t have a lot of the information which a 
good research program would furnish. 

This committee will look into that phase of it carefully. 

Mr. Wueaton. Mr. Chairman, might I suggest that when the FHA 
is underwriting $4 billion a year worth of mortgages, it would be a 
very, very legitimate charge on its insurance receipts to authorize 
the Commissioner, with the approval of the Administrator, to use 1 
percent or 2 percent of his insurance receipts for research at any time, 
with similar authorizations in the urban renewal program, with re- 
spect to its capital-grant functions. An authorization of this type 
would hand the ball to the Administrator and allow him, with the ap- 
proval of the Budget Bureau, to use funds that he now has for a very, 
very worthwhile purpose. 

Now, the FHA’s original legislative authorization instructed them 
to use funds for research, and if you go back to the 1934 act you will 
find that instruction in the first ‘paragraph, and it was used by the 











304 HOUSING ACT OF 1958 


then Commissioner of FHA for an excellent research program in the 
years 1935 through 1939. I think that the committee might find it 
profitable to explore this avenue of approach. 

Mr. Rarns. Now I want to get specifically to the items on public 
housing which the Senate eliminated on the Senate floor. For exam- 
ple, they eliminated the provision for the sale of units to tenants. 
Then, as I understand it, they accepted some kind of amendment not in 
the original Senate bill which came out of the committee about the 
GAO audit and accounting; isn’t that correct ? 

Mr. Wueaton. That is correct. 

Mr. Rarns. I want to ask for a little information on one point, and 
that is the one about retaining a portion of the residual receipts. 
First of all, I want to know what that is and what it is intended to do, 
the amendment that is in the Senate bill. 

Mr. Wueaton. In the normal administration of public housing 
programs by local authorities, a budget is approved which provides 
for the expenses of the project and which accounts for the income of 
the project. During the course of the year the income will normally 
be slightly higher than the expenses which the budget authorizes. 
At the end of the year there will therefore be some residual receipts, 
and these are recaptured by the PHA and used for the reduction of 
its total annual expenditures for local authority annual grants. 

Under the proposal, these residual receipts, instead of being used to 
reduce Federal annual contributions, would be used two-thirds to 
accelerate the amortization of the indebtedness on the project, and 
one-third by the local authority for low-rent housing purposes. This 
would have the effect of creating very strong incentives, which now 
are lacking in local authorities, to try to economize on the adminis- 
tration of their programs, and coupled with the other local autonomy 
provisions, to increase their rent collections modestly while still serv- 
ing low-income housing needs. 

Mr. Rars. Of course, the aim of public housing has always been 
that it should be locally controlled, and that it should eventually be 
paid off, the bonded indebtedness, and the only thing that troubles 
me about that particular amendment is this: In many localities 
throughout the country there is usually a pretty close connection be- 
tween the local city government and the housing authority. What 
kind of safeguards are there in this bill to keep the local c ity govern- 
ment from worming its way into the handling of this—I am talking 
about the city government—into the handling of these residual re- 
ceipts that may be left in the local housing author ity ? 

Mr. Wueaton. The act is very, very specific, in that it requires that 
these funds be used for low-rent housing purposes, and it doesn’t 
modify in any way, shape or form the existing authority of the PHA 
to postaudit, or of the GAO to postaudit local authority expenditures; 
or, if the expenditures are in violation of the law, that is, in violation 
of the Federal law, they can take the actions which they are now 
authorized to take to prevent that. 

But I think, in addition, a far more important safeguard is the 
fact that local authorities are independent commissions of local gov- 
ernment, and they include unpaid board members who are among the 
finest caliber citizens we have in the country. These people are not 
serving public housing programs out of any consideration of indi- 
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= yrofit or gain. They are citizen leaders. They are there be- 

‘ause they believe in this important program, and I am sure that 
ios wouldn’t tolerate the illegal diversion of funds for other than 
low-rent housing programs. 

Mr. Ratns. In other words, you have no fear at all with the safe- 
guards that are in the present law and in the amendment that 
those funds could be used for any purpose other than the promotion 
of the public housing program in that particular community? 

Mr. Wueaton. Whether viewed from a legal standpoint or a be- 
havioral standpoint, I see no prospect that that would be the case. I 
think that we have had 25 years of administration of this program, 
and I find it hard to believe that there is any other federally aided 
locally administered program that has as fine a record of administra- 
tion as the public housing progr am. 

We have had once or twice a scandal of minor proportions in 25 
years, Which I think you will find in any kind of human affairs. But 
T am sure that you could not find any other program that has been as 
honestly and as successfully administered as the public housing 
program. 

Mrs. Sutiivan. Mr. Chairman, would you yield there for a question 
of information ¢ 

Mr. Ratns. Yes. Mrs. Sullivan. 

Mrs. Sutiivan. How often does the GAO or the Public Housing 
Authority here audit the books of the local authority ? 

Mr. Wuearon. I believe the PHA audits annually. I will ask Mr. 
Vinton to answer that question. 

Mr. Vinron. At the present time the PHA makes the only audit 
of the local authorities and does it on a yearly basis. The PHA, by 
regulation, has forbidden the local authorities to secure local audits 
at their own expense. The new bill would provide that competent 
local auditors would audit the books every year for the benefit of the 
local authority, but if there was any doubt as to the eflicacy and cor- 
rectness of that audit, the PHA may postaudit the books, and the 
General Accounting Office could also postaudit the books, 

Mrs. Sutuivan. But it is done every year? 

Mr. Vinton. Yes, Mrs. Sullivan, PHA audits are now being made 
annually. 

Mrs. Sutuivan. Thank you. 

Mr. Vinton. The new bill would require that the local audits be 
done each year. 

Mr. Rains. One other question. The PHA, when they take this 
overage, do they apply it to the acceleration or to the payment of the 
remaining debt on the property, or not? What is done with it? You 
say it is used to reduce the subsidy ? 

Mr. Wueaton. Yes. 

Mr. Ratns. I don’t quite understand that. 

Mr. Wueaton. Under the present arrangements the PHA was, for 
instance, under a contractual obligation to pay, I think, in the last 
year about $116 million in local subsidies. In fact, they did not pay 
that $116 million; they paid about $22 million less than that, because 
they recaptured the overages and, therefore, they were not required 
to lay out the full amount of money that they hs id contracted to pay, 
you see. 
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Now under the proposed system they would in fact each year pay 
their contracted $116 million, at the present levels. Instead of recap- 
turing the $22 million which they recaptured last year, they would 
pay out the $116 million, and two-thirds of the $22 million would go 
to the accelerated amortization. 

Mr. Ratns. ‘Two-thirds go to the acceleration on paying off the 
mortgage. Where does the other third go? 

Mr. Wueaton. The other third goes to the local housing authority 
for local public housing. 

Mr. Rains. That is under the bill; what about at the present time? 

Mr. Wuearon. At the present time it goes to reduce the Federal 
annual payment, that ultimately goes for interest and amorization, 
although, of course, the maximum Federal subsidy did not exceed 
the going Federal interest rate plus 2 percent, so in effect it reduces 
the Federal payment on interest. The amortization period is now 
fixed at the term of 40 years, you see. 

Mr. Rarns. I understand. 

Mr. Wueaton. Now, under the new provision, that would be short- 
ened substantially, and we believe that, in fact, this will reduce total 
Federal contributions over the amortization period. 

Mr. Ratns. You have already told me as to the certification of the 
local authority, that has not been weakened in any respect at all ? 

Mr. Wueaton. In no way at all, in our interpretation of the bill. 

Mr. Ratwns. I noted what you had to say in the latter part of your 
statement, Doctor, about the proposed home loan guaranty plan. First 
of all, you said it wasn’t open to all lenders, that it was discriminatory. 
Secondly, there should be property standards set out in it; and third, 
that there should be some control over interest rates. 

If those three things were eliminated or corrected, would you still 
be in opposition to the plan? 

Mr. Wueaton. Yes, I would be. [f you had eee from im- 
partial oir ede and there are a number of distinguished experts in 
this field, that this program would be actuarially sound, and I don’t 
think any re: oa] evidence has been presented on this subject ; and second, 
that the program would be administered by FHA rather than the 
Home Loan Bank Board. 

Mr. Rarns. Well, that is a matter of choice. I don’t see much to 
that contention, but I do see something to the other, as to whether 
or not it would be actuarially sound. The proponents of this legis- 
lation today can make 80 percent loans. And now, for an additional 
10 percent loan percentage, they offer to come under a program which 
would insure only the top portion of the loan. If it is actuarially 
sound, and I am thinking now of the insured investors in the Federal 
and State chartered savings and loan associations, to make 80 percent 
loans without any control whatsoever, why does the extra 10 percent 
become so important ? 

Mr. Wueaton. Because that 10 percent, the outside 10 percent, 
is the risky 10 percent. Under the bill, as actually proposed, it would 
be 18 percent, the outside 18 percent is proposed to be insured. ‘This 
is, in effect, 100 percent insurance of all of the real economic risk 
involved in those loans. 

Now when you move from an 80-percent loan to a 90-percent loan, 
you go back to the testimony presented by the National Housing 





HOUSING ACT OF 1958 307 


Agency on 1592, and you will find that there is a little chart in there 
showing the exposure to risk at different amortization periods and 
different mortgage ratios by the private lender. When you get on 
the 90-percent, 25-year loan, a person puts down 10 percent, the risk 
of the lender actually diminishes not at all for the first 10 years of the 
loan, and, therefore, when you move from 80 to 90 percent, you are 
increasing the risk of the lender by a very, very substantial margin. 

Mr. Rains. Doctor, we don’t bat an eye in permitting 100 percent 
loans fully insured where FHA and VA are involved, and many are 
30-year loans. 

Mr. Wueaton. But we are picking up one-half percent insurance 
premium on that loan every year. 

Mr. Karns. Yes, but this program would set up a premium to be 
paid in. I am unable to see if a 100 percent guaranteed loan is safe, 
and the record shows it is, as a matter of fact, by the very low rate of 
foreclosures, I am unable to see where 10 percent on top of 80 would 
be for any reason particularly unsafe. 

Mr. Wuraron. I think one of the reasons why the savings and 
loans desire the insurance is because they recognize that there is a 
very substantial exposure to risk here. I don’t believe that, econom- 
ically, there is any difference at all; I say “economically,” not legally, 
there is any difference at all between the risk of the FHA on its so- 
called 100 percent insurance program and the risk of the savings 
and loans on this so-called 10 percent or 18 percent insurance pro- 
gram, because the economic risk is on the outside of the loan. The 
insuring agency can always recapture 60 or 70 or 80 percent on a 
foreclosure through the resale of the property. All of the risk is 
concentrated in that last 10 or 15 percent. 

FHA could shift its insurance system to covering the outside 15 
or 20 percent of a mortgage loan tomorrow morning, and neither the 
banks of the country nor anybody else would recognize any real 
economic difference in the risk they assumed, but they collect an in- 
surance premium which is several times that proposed here, and in 
addition to FHA has very vigorous location, property design, and 
other standards to make sure that it does not insure properties 
which are substandard. 

Now, we know that the savings and loans habitually take riskier 
loans and they perform a useful public service in doing so. 

Mr. Rarns. Of course, I don’t defend the savings and loans any 
more than I defend anybody else, but that statement is exactly oppo- 
site to the statements made here by other witnesses. The contention 
is made that they are too conservi ative, that they won’t even go up to 
80 percent. Yours is the first statement I have ever heard to the 
contrary. 

Do you have any figures on that? 

Mr. Wuearon. Mr. Chairman, I am sorry, I do not have any 
figures, but I would say this: If you would bring into executive ses- 
sion any dozen chief officers of lending institutions in the United 
States and ask them that question, I am sure that they would reply 
unanimously that the savings and loans take all of the long risks in 
the lending business. I have had this personal experience. I have 
bought and sold four houses. In every instance I have sought to 
see how large a mortgage I could obtain on my own personal house. 
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In every instance I have gone first to a savings bank or commercial 
bank. In every instance they have told me “We can’t take that kind 
of a risk, but we know a savings and loan who will”, and in every 
instance they have referred me to a Federal savings and loan which 
is not supposed to make loans above 80 percent, and I have received a 
commitment for 90 percent. 

Now, I say this is common knowledge in the mortgage lending 
business that the savings and loans will take longer risks, at higher 
interest rates it is true, but they will take longer risks than the more 
conservative savings banks or commercial banks, and far longer risks 
than the life insurance companies will take on their conventional loans. 

Mr. Rarns. Ninety percent of what, that is the interesting point. 
That statement is counter to what this committee has been told by 
mortgage bankers. 

Mr. Wueaton. What they do typically is: The savings and loans 
make an appraisal $1,000 higher or $2,000 higher than the FHA or a 
savings bank will make, and then they can, within their charter, in 
the light of that higher appraisal, give an actual mortgage amount 
which is 90 percent of the real market value, although only 80 percent 
of their appraisal. 

Mr. Rarns. I agree they do that sometimes. 

Mr. Wueaton. I would say the savings and loans are unquestionably 
the most important sector of the mortgage lending market, and they 
perform a useful service, but the risk is assumed by the Federal Gov- 
ernment in the insuring of the deposits. 

Mr. Rarns. We are interested in getting money out to the smaller 
towns and communities. We are told this program would help do it. 
Whether it will or not, I am not sure, but it is a very important 
sector of the home-financing business. Housing is their whole business, 
and as such, I think the plan ought to have serious consideration. 

Mr. Wuraton. May I say the CAP program of FHA has finally 
and very belately recognized that this is a real problem. It is a real 
problem in the areas outside of our central cities and it is a real prob- 
lem for the smaller lender who cannot staff up to handle all of the red- 
tape involved in an FHA mortgage, but I think that FHA is being 
pushed by this legislation into recognizing and trying to do something 
about this problem, and I would hope that within the next year or so 
they can doso. 

On the other hand, if this is authorized, it seems to me that the 
savings and loans will drop out of the VA program and they will 
drop out completely from the FHA program. 

Mr. Rarns. They are only in the FHA program to the extent of 
5 percent of their assets now. 

Mr. Wuearton. It is a small proportion; but this proposal will 
seriously impair the most important mortgage insurance program we 
have. 

Mr. Rarns. Mrs. Sullivan. 

Mrs. Sutiivan. I have a few questions, Mr. Chairman. 

Dr. Wheaton, in your experience with the National Housing Con- 
ference, have you been in any discussions with the housing authority 
directors throughout the country with reference to the success of 
high-rise elevator-type public housing units in the annual or general 
meetings that you have? 
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Mr. Wueaton. I suppose there is never a meeting that we don’t 
discuss this subject. 

Mrs. Sunzivan. Well, what are some of the difficulties and problems 
that are found in this type development ? 

Mr. Wueaton. I think that there is an undocumented but very, 
very widespread feeling that high-rise buildings are just not suitable 
for families with young children. It is very, very hard to prove that 
this is bad for family life, although I think we would all recognize 
that im the low-rise building the mother can sort of look out the 
window and the child is always within a hundred feet and at the same 
level as the mother, and she feels a little more security and the child 
feels a little more security because of that proximity. It is something 
that it is impossible to have when the mother is 11 stories up in the air 
and has to come down through an elevator. 

We had in Philadelphia a social anthropologist who is connected 
with the Eastern Psychiatric Hospital and the university, Dr. Anthony 
Wallace, made a study of this for the Philadelphia housing, and he 
came up with the conclusion that in fact high-rise buildings would 
tend to weaken family ties and to make the relationship between the 
child and parent and the child and the community a more anonymous, 
less personal and direct one, and that in this sense this was not a 
desirable thing for families with children. 

Now, with respect to the aged, and this is an increasing proportion 
of our public housing load, and it should be in the future, these con- 
siderations don’t apply at all. 

Mrs. Sutxiivan. I thoroughly agree with you there. I just wonder 
if you can tell me, and I am really very muc h interested in having any 
information I can on it, whether there have been any really successful 
locations with those high-rise developments, or if most of them have 
trouble where there are young children to be concerned about. 

Mr. Wueaton. I think that there is a huge body of evidence on this 
subject is scattered form. All of the authorities have problems with 
elevators, they have problems with lack of play space, they have prob- 
lems with policing open galleries; Elizabeth Wood is fond of pointing 
out, in an elevator-type building the family does not feel the same re- 
sponsibility for maintenance of a public corridor that they do in a gar- 
den apartment, where the public is out of doors and subject to surveil- 
lance by all of the neighbors at all times. This has an educational 
effect on the families, but I think the character of the evidence is just 
universal testimony although none of it has been systematically 
organized. 

Mrs. Sututvan. The real problem then is for that local community 
to find some other area rather than the area which has been cleared of 
slums to build a project? 

Mr. Wueaton. I think so, in the long run. I recognize that local 
authorities get themselves trapped, particularly during this postwar 
housing shortage, where there hasn’t been space available. 

Mrs. Suniivan. One other question, Dr. Wheaton. The low-rent 
public housing statement in the Senate bill permits the local authorities 
to provide such social and recreational guidance as is necessary to assist 
families to become good tenants and citizens in a larger community. 
In your opinion, would this open the door to full-scale social and 
welfare programs being paid for as a low-rent housing expense ? 
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Mr. Wueraton. No; quite the contrary. Local housing authorities 
generally have been most reluctant to get into welfare services. They 
recognize that the public authority tenants should be able to receive 
the same welfare services that all other families receive. On the other 
hand, a typical authority is now required by the relocation priorities 
to take all of the families that nobody else will take, and this produces 
an excessive concentration of problem families in these projects. 

A project manager with a thousand tenants has an impossible task 
of getting those tenants into contact with local welfare agencies. He 
may need just one person to interview the families when they come 
in and say, “Now, if you have this kind of problem, here is a welfare 
agency that can help you,” to maintain that kind of liaison, not 
giving direct welfare service or guidance to the family with project 
personnel at all, but helping them to get in contact with the agencies 
that can help these families. 

This is an essential function when you have the concentration of 
eae families that you get as a result of being forced to take 

amilies that are being displ: wed from renewal sites and highway 
sites, and other things. If the local authorities were in a position 
to be a little more selective and to take some better organized families 
with the poorer, they would have built into the project this kind 
of informal help, but they don’t. They have recognized—and 1] 
think rightly—that they should give preference to relocatees even 
though this means that ‘the ‘*y get such a high proportion of problem 
families. 

Mrs. Sutiivan. Doctor, in these housing conferences, has the ques- 
tion of the interviewer of the applicant for a public housing unit 
been discussed? In my estimation, those are the most important 
people in the housing authority, because if they interview the person 
properly and at that time let the individual know what is expected 
and what regulations they have to live under if they come into the 
program, it seems to me that is one of the most important things that 
could be done, prior to accepting the applicant, and I wonder whether 
that was discussed at any time about the importance of these par 
ticular people. 

Mr. Wueaton. Yes, I certainly agree that the intake point is the 
point at which the authority can exercise influence best on the family. 
The point is, these problems are handled, in effect, by clerical people 
not leailer with the situation, and the budgets of the authority 
wouldn’t justify having a bunch of social workers at this point. 
What the authorities really want is to have one social worker who is 
supervising these people and handling odd cases as they come up, 
which they are not now authorized to do. 

Mrs. Sunuiivan. Well, wouldn’t it justify it if they found that by 
the proper interviewing in the beginning it might save much grief 
and much rent collecting they are not getting later on ? 

Mr. Wuraton. I would have a little question whether it would 
justify using trained social work people for all intake interviews, 
because for a lot of interviews this would be wasting talent. On the 
other hand, if you had a trained pene on hand and the interviewer 
says, “Look, it is obvious this is a problem family,” so you are not 
using a trained social worker for every interview. When you have 
20) percent turnover, as you normally have in a large project, it is 
quite a volume of work. 
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The issue here is whether it is just adequate to have a person on a 
large project or a person handling two small projects who is a trained 
social worker. 

Mrs. SuLiivan. Well, it seems from some of the mistakes that have 
been made by taking them in without giving them proper knowledge 
of what is expected “of them as tenants, has res lly hurt the program, 
in my estimation, more than anything they have done. 

One other question, Dr. W heaton. The Administration has pro- 
posed that the present two-thirds Federal participation in the urban 
renewal program be gradually reduced to only one-half. I remember 
you touched on that, but what was your reaction or opinion as to the 
result of such a change 4 

Mr. WuerarTon. State and local governments have more than doubled 
their taxes and have more than doubled their local expenditures in the 
postwar years. In other words, they have assumed a disproportion- 
ately large share of the increased public expenditures necessary to 
service local communities during the postwar period. 

They have limited tax resources. The city government is really 
confined to the property tax and in a few cases somthing like a wage 
tax. The State governments are confined to those plus : a very small 
income tax and a sales tax. They do not have the capacity, the eco- 
nomic capacity to raise taxes further. 

This is one of the few programs which puts the Federal Government 
in a situation to overcome that lack of taxable capacity. I do not 
believe the local governments could increase their contribution sub- 
stantially. I think it would have the effect of reducing the scale of 
the program. 

Here is one program where the National Government is trying to 
help cities in an urgently necessary area. Remember about 60 percent 
of our population, 80 percent of our wealth and national output derives 
from our cities. They need this help desperately. They are already 
doing a tremendous job of raising local resources. 

The present one-third local contribution is, in my opinion, too high. 
It should go in the direction of 20 percent contribution by local com 
munities, but certainly it should not go the other way. 

Mrs. Suuuivan. In other words, if more of the burden is put on 
the community itself, it might just kill off the program ? 

Mr. Wuearton. It would kill off the program. I am sure that is 
what would happen. 

Mrs. Suntiivan. That isall, Mr. Chairman. 

Mr. Rarns. Mr. Ashley. 

Mr. Asuiey. Dr. Wheaton, I would be interested in having your 
view on the liberalized income requirements which Congress enacted 
last year with respect to the effect of these liberalized requirements 
on the program. 

Mr. Wueaton. Those requirements were adopted by Congress after 
thoughtful deliberation, but they have never been widely imple ‘mented 
because the Public Housing Administration has refused to authorize 
local authorities to follow the income limits authorized by the act last 
year. 

They have continued to exercise the same rigid control on a project 
on a community-by-community basis that they have in the past. 1 
think the Commissioner admitted that this was the case. 
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Now the present proposals are a little more restrictive than those 
authorized by Congress last year, but are a little less restrictive than 
those that the PHA has, in fact, allowed. It is a pure case of the 
Federal agency putting its judgment ahead of both the Congress 
and the local housing authority. It seems to me the local housing 
authority should be allowed to set their own limits. They are closely 
in touch with the situation. They are completely committed to han- 
dling low-income families. —- 

The only problem here is one of whether or not this should be 
within the limits set by law, a local determination or one made by 
Federal bureaucrats. 

Mr. Asutry. Do you think the problem is in the language used ? 

Mr. Wueaton. No, I think it is very clear that the Administration 
and the agency takes the position with respect to this and all other 
programs that its judgment is better than Congress. Congress au- 
thorizes FNMA purchases, the Administration withholds a cer- 
tain proportion. The Congress authorizes public housing and urban 
renewal grants and the Administration says oh, no, and when you 
get over to things like this, they have done the same thing. 

Last year the Congress authorized a $600, we believe, uniform ex- 
emption for secondary wage earners. The agency said no, you can’t 
do it. You can come in as you have always come in and ask us for 
approval of increases and we will grant them if, in our opinion, they 
are justified. 

Now this is part of the whole question of whether or not local au- 
thorities are going to run their programs or whether they are going 
to be run from W. ashington and the local authorities are just going 
to be errand boys. 

Mr. Asuuey. In all fairness then there is a difference with respect 
to the legislation enacted by the Congress, quite often the language 
of legislation is somewhat equivocal, that is, it gives the agency or 
department certain discretion. Other language, of course, is clear 
that the intent of Congress is that a partic cular requirement shall be 
changed, although the language, itself, may not be quite so specific. 

Wouldn’t you say that this which we have been discussing is a 
good example or possibly even a better example than some of the 
ones you have cited where the language that the Congress has used is 
somewhat more equivocal ? 

Mr. Wueaton. Well, I think it is true that other agencies even 
within the Housing and Home Finance Agency, the FHA may resist 
a congressional proposed change in the legislation, but when the 
change i is made, they make a fair attempt to carry it out. 

It is true that authorizations are permissive and not mand: atory. 
On the other hand, when you have as we have had, I believe in the 
public housing program, a consistent year after year situation in 
which the agency has not recognized in its general administration 
changes in the desires of Congress, I think you have a very different 
situation. It is just a situation where they think they know better. 

Mr. Asuiey. I must say, Doctor, I agree completely with what 
you say and it is, of course, a matter which arouses the ire of any 
body that follows the situation closely because it is only after delib- 
eration that the committee acts and that the Congress acts and when 
you run into this situation, it is frustrating to say the very least. 
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That is all I have. 

Mr. Ratns. Mr. Betts. 

Mr. Berrs. Thank you, Mr. Chairman. Just one observation. 
Doctor, did I understand you to say that 60 percent of the popula- 
tion and 80 percent of the wealth is in the cities ¢ 

Mr. Wueaton. Yes, and another 20 percent of population is rural 
nonfarm, on the fringes of the cities. 

Mr. Berrs. It certainly seems to me with 80 percent of the wealth 
in the population in the cities they should bear 50 percent of the 
participation in urban renewal. 

Mr. Wuearon. That would be true if it were not for the fact that 
that 80 percent of the wealth is already being taxed to support, for 
instance, a $5 billion agricultural program, and a highway program 
where 90 percent of the mileage will be in the rural areas. 

Mr. Berrs. I don’t think, as far as the farm program is concerned, 
that the metropolitan areas are paying more than 50 percent of the cost. 

Mr. Wueaton. I think it is true, Congressman, if you would analyze 
the proportion of funds coming from the urban States and the cities 
in those urban States to the Federal Government and then going back, 
you would find that the urban States and their cities contribute about 
twice as much as they get back while the rural areas and the rural 
Stetes get about 40 percent more than they contribute, after we take 
out the things that are all of our ob livations like defense and interna- 
tional relations and so on. 

There is a disproportion. Now those who contend that local gov- 
ernments should carry a higher proportion of these costs should ‘also 
recognize that if local governments and State governments could raise 
the taxes that they would save by contributing to Federal programs, 
then New York, Pennsylvania, New Jerse y; and Illinois would benefit 
immensely because this would get off of their backs the rural areas and 
the small towns and so on, but there is the limiting fact that they can’t 
equitably levy taxes without driving business away. 

One State levies them and then oe goes to another State. 

Mr. Rains. May I interrupt? I don’t think those are good argu- 
ments; S50 percent of the people live in metropolitan areas, 

Mr. Berrs. He said 60. 

Mr. Rains. I looked it up, 80 percent live in the entire metropolitan 
areas. Now I don’t think we should divide these things up because it 
is one country and you could not get along very well without a “ym 
program and I am one who thinks that you couldn’t fare very well i 
the country without an urban renewal program. 

Don’t you think we ought to look at it as a whole instead of trying 
to allocate out each fellow’s payment ¢ 

Mr. Wiiearon. I agree with you completely but when these argu- 
ments are raised in an effort to shift the burden, ] point out that the 
cities are now doing substantially more than their share, willingly and 
happily. I believe the mayors have come in here and the representa- 
tives of the wealthier States have come in here consistently year after 
year and supported these programs recognizing that this helps the 
Nation as a whole, the families wherever they exist, but when these 
arguments are raised that the cities should carry more of the cost, I 
think we are justified in pointing out the existing situation. 


28431—58 
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Mr. Berrs. You are making a very good argument. I don’t want 
to admit I am convinced yet though. However. I would like to com- 
ment to this extent : As far as the part that the metropolitan area plays 
in contributing to farm support pr ices and what not, in the area I come 
from I think the great m: yority of the farmers would like to get out of 
all of this subsidy and I am faced with that situation. 

I think they feel the vy would like the Government to get out of every 
thing. So it is difficult for me to support a pos sition whe ‘re they have 
tocontribute more than ! 50 pere ent to urban renewal. 

Now Lam sympathetic with the program, but representing the rural 
areas as I do, which are conservative and op posed in the main to all 
subsidies, I find it difficult to go along with urban renewal contribu 
tions to the aaa of two-thirds. That is the position I take. 

Mr. Wueaton. Congressman, [ come from a State very like yours 
In its composition. We made a study of Philadelphia and we found 
that Philadalphia has for the 10 postwar years contributed $8 mil 
lion a year more to State and National highway users’ taxes than it has 
rece sived back in hig! way geri ints, SS million a year more and this 1s 
after making allowances for the Interstate System which is legit 
mately interstate. 

So we might move this argument over to a Jess controversial field 
than the farm subsidy program, and I think we would still find the 
same problem arising. 

Again I would like to state I think the urban population is h: appy to 
help carry its share of national programs which help even agriculture 
as well as the urban areas but we feel a very strong resistance to be 
Ing forced to take on another additional load. 

Mr. Berrs. What was the $8 million figure you gave 

Mr. Wueaton. This was on highways, h ighw: ay users’ taxes coming 
out of the city of Philade Iphia into the State and Federal Treasury. 

Mr. Berrs. How does that break down as between State and Fed 
eral ? 

Mr. Wueaton, It is about 5 and 3 as I remember, State and Federal. 

Mr. Berrs. Five Federal / 

Mr. Wueaton. No, five State. The States are higher than the 
national. 

Mr. Rains. We are running a little late. Thank you, Doctor, and 
you, Mr. Wheaton for appearing. We appreciate your testimony. 

Mr. Wueaton. Thank you for the opportunity to appear. 

(The following letter from Mr. Wheaton was submitted to the sub- 
committee :) 

UNIVERSITY OF PENNSYLVANTA, 
INSTITUTE FOR URBAN STUDIES, 


Philade Iphia, July 18, 1958. 
Congressman ALBERT RAINS, 
New House Office Building, Washington, D.C. 

DEAR CONGRESSMAN Ratns: It was a pleasure to appear again before your 
committee this week. It is clear that in many respects this vear’s housing bill is 
one of the most important pieces of legislation to have been adopted in the post- 
war period. 

I am writing this letter to make some private suggestions on the savings and 
loan bill. First, I think it would be unfortunate if the House Banking and Cur- 
rency Committee should act on this legislation without comeuliing 3 or 4 of the 


really outstanding analysts of savings and loan and insurance operations. 


Notable among these are Dr. Leo Grebler who was the first chief economist of 
the Home Loan Bank Board has subsequently been at Columbia University, the 
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National Bureau of Economic Research and was very recently a full-time con- 
sultant to the President’s Council of Economic Advisers on these matters. Leo 
knows this field well and would be delighted, I am sure, to consult with you or 
the committee. The second person is Dr. Chester Rapkin of our staff who was 
largely responsible for the survey made by the life-insurance companies of the 
uctuarial soundness of the FHA insurance reserves. This study was published 
by Columbia University Press a year and a half ago. Dr. Rapkin, too, served the 
Housing Agency in its economics office for several years prior to going to Colum- 
bia and then to the University of Pennsylvania. His study reveals that the FHA 
mortgage insurance charges may be slightly higher than are actually necessary. 
I think that he would be in a position to give some pretty good judgments on the 
kinds of premiums necessary in this type of a system. The third person is Dr. 
John Lintner, of Harvard University, the author of the standard work on mutual 
savings banks. This study, published by Harvard University Press some years 
ago, included a detailed analysis of the foreclosure and loss experience of mutual 
savings banks during the last depression. Lintner came up with the interesting 
conclusion that if mutual savings banks had set aside one-half of 1 percent of 
their mortgage earnings as a reserve against losses during the 1920’s those special 
reserves would have been entirely adequate to cover all losses during the de 
pression years. 

Lintner’s conclusions lead me to a suggestion which might enable you to move 
forward while at the same time deferring a final decision on setting up a dupli 
cate insurance scheme. At the present time the Home Loan Bank Board has 
ample authority to authorize its member institutions to make 90 percent loans. 
This is merely a matter of regulation which is within the competence of the 
soard at any time. If the Board were to instruct its member institutions that 
they were authorized to make 90 percent mortgage loans subject to the setting 
aside of a special reserve of one-half percent on any such loans, the institutions 
could proceed at once to make the loans that they are anxious to make and at 
the same time, improve and strengthen their own reserve position. This approach 
would have three advantages. First, it could be taken immediately. Second, 
it would confine the action to members of the Home Loan Bank System. This 
would reduce the justifiable fear that the plan would subvert the whole FHA 
and VA system. Third, this proposal would place the responsibility where it 
should be placed in the mortgage lending institution. 

All of the insurance systems have the grave defect that since the lender relies 
upon the judgment of the Federal agency, he does not assume appropriate re- 
sponsibility for making a sound mortgage loan. He takes risks which he other- 
wise would not take, he makes what he knows to be bad loans because the risk 
is assumed by somebody else. Since this is a particularly grevious problem among 
some Classes of savings and loan institutions I think it is important that respon- 
sibility be fixed firmly on the individual lending institution. I call your atten- 
tion to the fact that there are more savings and loan institutions under super- 
visory action by the Home Loan Bank Board at the present time than there 
have been in the postwar ten years among other classes of lending institutions. 
This is symptomatic of the still improving standards of behavior in this field. 
It is not a reflection on the many hundreds of sound savings and loan institu 
tions in the country. Rather it is a comment on many of the smaller, less 
responsible institutions and a few of the large ones also. 

There are some drawbacks to this proposal as a permanent solution to the 
problem. On the other hand, it seems to me that if this were adopted as a tem- 
porary measure it would give the committee the time necessary to investigate 
the whole problem more systematically, and it would give FHA time to explore 
carefully alternative systems which would not have the unfortunate effects 
associated with a duplicate system of insurance. I wonder whether the banking 
committee in writing its report could not advise the Home Loan Bank Board to 
proceed on a temporary basis pending some permanent solution of the problems 
raised. 

I hope that these suggestions will be of some use to you in your further con- 
sideration of alternative proposals. 

Cordially, 
WILLIAM L. C. WHEATON. 


Mr. Rains. The next witness is Mr. Wallace J. Campbell, director 
of the Washington office of the Cooperative League of the U.S. A. 
Come around, Mr. Campbell. We are glad to have you this morning. 

Mr. Campseii. Thank you very much, Mr. Chairman. 
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Mr. Rats. I note at the end of your statement you have consid- 
erable data regarding amendments. I assume you will want that in- 
corporated in the record immediately following your statement ? 

Mr. Camrse tn. That is right. 

Mr. Rarns. You may proceed, Mr. Campbell. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE U.S. A. 


Mr. Camrpserwt. The Cooperative League of the U. S. A. is a fed- 
eration of consumer, purchasing, and service cooperatives throughout 
the United States. It includes in its membership regional, State and 
National organizations serving 13 million families who are members 
of farm supply, consumer goods, insurance, credit, rural electric, 
health, housing, student, and other cooperatives 

We wish to pay tribute to this Sube ommittee on Housing and its 
chairman for the leadership they demonstrated in development and 
enactment of the emergency housing legislation early in this session. 
Already that legislation has strengthened the housing market, has 
stimulated new construction providing many thousands of extra jobs 
at a crucial time in our economic history and will produce thousands 
of new homes for consumers this current year. 

The committee has before it an omnibus housing bill developed in 
the Senate, plus several bills of more than usual significance. The 
chairman’s bill to keep the homeowner from losing his home during 
unemployment in an economic crisis places emphasis where it needs 
to be, on the protection of the consumer. We are happy to see fur- 
ther consideration given to providing decent housing for transient 
farmworkers. And we are particularly pleased to give our whole- 
hearted support to bills by Congressmen Harlan Hagan, George P. 
Miller, and others to amend the college housing program to help 
college students to build badly needed dormitories through their 
well-established student cooperatives. 

The Cooperative League wishes to restate its belief that this Nation 
must have an adequate public housing program as long as a signifi- 
cant number of American families are ill-housed and do not have 
large enough incomes to pay for decent. housing. We have been 
keenly disappointed at the rate at which the Public Housing Admin- 
istration has put new low-rent housing units under construction. 

It is our hope that the legislation now before you will speed that 
process. Until we have cleared our slums and repl: wed the 13 million 
units of substandard housing in the United Btetes. as reported for 
1956, we cannot, with clear conscience, let up the pressure for ade- 
quate housing. 

In 1949 the Congress in the Wagner-Ellender-Taft bill author- 
ized a pipeline of low-rent housing that has not yet been built. The 
simplest and most adequate step would be to reauthorize the con- 
struction of as m: any of those units as are needed. 

We are happy to associate ourselves with the recommendations 
made by the AFL-CIO, the National Housing Conference, American 
Municipal Association, NAHRO, and other organizations for an 
expanded program of urban renewal — ite to meet today’s need. 
The amount recommended by the Senate Banking and Currency Com- 
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mittee in S. 403 is certainly justifiable. It would provide $350 
million each year for the next 6 years, or a total of $2.1 billion for 
that period. 

The bill as enacted Friday, of course, cut that down to $300 million 
a year. To do the job adequately, however, would require $500 
million a year for a 10-year program. 

Cert ainly this committee or some other congressional committee 
should give serious consideration to the need for decent housing for 
migrant agricultural workers. 

We strongly support strengthening housing programs for the el- 
derly and for the colleges, including extension of loans to student 
coopel ratives. 

If any action is taken on the proposed coinsurance program, very 
strong protection should be provided for the consumer both in inter- 
est rates and housing standards. Now may I turn specifically to the 
cooperative housing program. In testimony presented to this com- 
mittee Monday, July 7, a report of the General Accounting Office 
was quoted very briefly as the basis for raising a fundament: al ques- 
tion about the value of the cooperative housing program and the 
importance of this program as a factor in public policy in housing. 
This question is so fundamental that it needs a detailed answer. We 
are happy to have this opportunity to answer it here before this 
same committee. 

It is quite obvious that we have not gotten across to the Congress 
and to the public either the broad purposes of the cooperative housing 
program or its accomplishments to date. Perhaps we have taken it 
for granted that these factors would be self-evident. 

The GAO report transmitted to the Congress on April 24, 1958, 
which was quoted here last week, declared : 

In our review we noted that home buyers financing their mortgages under 
section 213 rather than under section 208 generally had the disadvantage of 
higher construction costs. For example, FHA estimated that in New Mexico, 
where several hundred homes were constructed under section 213 during the 
fiscal year 1957, construction costs were about 12 to 15 percent higher under sec- 
tion 213 than under section 203. 

If this were true and if it were an indication of the situation affect- 
ing cooperative housing generally, the Cooperative League would 
certainly not appear before your committee in support of the pro- 
gram. Qur sole interest is to provide, through cooperative methods, a 
technique through which the consumer can buy better housing with 
greater livability at smaller total cost and with lower carrying 
charges to the consumer. A program which did not carry forw: ard 
these objectives would not have our support and we are sure would 
not have the support of this committee or the Congress 

The GAO study was a small one affecting only a relatively few 
homes. We have checked carefully on the situation and find that 
these were the first homes built under the cooperative housing pro- 
gram in that State. The applications were processed in an identical 
fashion to the processing of section 203 homes, which is a mistake. 

Then there was added to those costs 3 percent for organization costs, 
21% percent for financing costs, and a substantial additional percent- 
age for prevailing wages as required under the law. Thus the esti- 
mate of replacement cost was substantially higher than the actual cost 
of construction. 
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However, the puilder sold the homes at a figure substant lally lower 
than the FHA estimate of replacement cost and still made money on 
his project. The consumer interest was protected. Processing 
methods have since been adjusted, we understand. The people have 
been happy with their homes and received an excellent value at a time 
when no comparable section 203 homes were being built in the com- 
munity because of the tight money situation. 

FHA officials in both Washington and New Mexico declare that if 
wctual construction costs on a cooper itive projec tare any higher than 
in section 203 it is due to requirements which provide higher stand- 
ards of construction. Co-op housing is built as a project. section 203 
housing as single family homes. Steps can be taken in the co-op to 
In “ig the permanent nature of the neighborhood. 

In New Mexico, FHA requires in a co-op project certain retaining 
walls, additional shrubbery, and a sprinkler system in every lawn so 
that the permanent beauty of the project can be retained. I am told 
that these costs add up to about $600 per unit and they are value re- 
ceived by the consumer in the project. 

These, of course, make costs somewhat higher but the value to the 
consumer is greater. Under 213 there is continuous 1 nspection and 
under the law the builder is required to pay union wages in construe 
tion of a cooperative project even in nonunion areas. The builder of 
a 203 project is not. 

The implication of the GAO study is that we should stop paying 
union wages in 213 cooperatives. This we do not believe is wise 
public policy. 

Tl here are several mise once ptions. about. the » cooperative housing 
program. First, there is a broad misconception that because special 
assistance funds are made available for the purchase of mortgages 
for co-ops that somehow or other there must be a subsidy involved in 


the program. Asa matter of fact, the cooperative housing program 
is carried forward without subsidy. The Federal National Mortgage 


Association makes money on the mortgages whic cg it purchases. The 
FHA makes money on both fees and mortgage insurance. Income 
to FHA over the 8 years the program ote een in effect has been 
approximately $14 million with allocated expenses running about $7 
million, so that the net income to FITA has run approximately $7 
million bevond allocation of all costs involved. In other words, this 
prooram has made about S7 million for FHA and for Uncle Sam and 
there has been no subsidy at all. 


rag 
1 
I 


There is a general feeling on the part of many people in the agen- 
cles involved and in the Congress that cooperative housing has been 
possible pr imarily due to the availability of advance commitments on 
he part of the Federal National Mortgage Association for the pur- 
‘hase of cooperative mortgages. The facts are that in the life of the 
cooperative housing program only 25 percent of the mortgages insured 
a FHA have been purchased a KNMA—77 percent have been 

nanced with private capital. 

"een in the period when money was the tighest cli iring this last 
vear, more than half of the cooperative houses built under the pro- 
gram were privately financed. Less than half of the mortgages were 
purchased by I ‘NMA. The great value of the FNMA program is the 
assurance to the cooperative group that there will be funds available 
on completion of the project if they are necessary. 


‘ 
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Another popular misconception is the idea that the cooperative 
housing program is devoted primarily to the building of single-family 
homes which are spun off from a blanket mortgage upon the com- 
pletion of the homes and the houses become single-family homes 
under single ownership with no cooperative characteristics at all. 
In the history of the co-op housing program over the last 8 years, 
nearly 60 percent of all the housing units built has been what we call 
management-type cooperatives. ‘Those are the co-ops which continue 
in ownership and management as cooperatives for the life of the mort 
gage. This means most of them will be co-ops for a full 40 years and 
we expect will continue as co-ops as long as the housing stands. As 
of the end of the first 8 years of the program, there were 154 projects 
of these continuing a or management type. They provided 
26,524 homes either in apartments or single-family dwellings. The 
FHA had insured sissaniog on these co-ops of $257 million. The 
operating record of these co-ops testifies to the financial suecess they 
enjoy. 

Even where these were builder-initiated or builder-sponsored, the 
project becomes a fully and completely consumer co-op upon com- 
pletion. That is the management type. Some of these co-ops have 
turned out to be as fine an illustration of democratic control and 
nonprofit operation as we find among our consumer-initiated coopera- 
tives. Only a little over 40 percent of the program is made up of 
sales-type co-ops and some of those sales-type co-ops have been 
consumer-initiated. 

Another misconception is that the cooperative housing program 
is merely another form of multifamily housing comparable to rental 
housing. Actually the cooperative housing program is more sharply 
different from the 207 multifamily program than it is from the 203 
single home individual ownership pattern. The cooperative housing 
program provides home owne rship in a very real and practical sense. 

In large metropolitan centers where apartment houses are the only 
practical form of housing, co-ops are the only practical way to provide 
the American tradition of home ownership for the average family. 
This feature of home ownership provides a plus factor in multiple- 
family housing which makes co-op housing under 213 more desir- 
able in terms of the national interest than rental housing. Because 
of the home ownership feature, section 213 should be encouraged by 
the Congress and the scliadesnaubleds with even more desirable terms 
of mortgage ratios and mortgage amounts than rental housing. 

Another misconception is the notion that the savings in coopera- 
tive housing grow out of only two features—the longer amortization 
period and the lower rate of interest that is available. These two 
are very practicable forms of savings. Co-op housing has proven that 
40-year amortization is practicable. The lower interest rate which 
has been carried forward under 213 has been a factor in keeping hous- 
Ing’ costs down. 

There are other reasons for the greater economy in co-op housing. 
First is the reduction of the tremendously high closing costs which 
must come with the average individual mortgage. It is elementary 
to observe that one closing covering 100 units of housing is more 
economical than 100 closings of one each. These costs can and have 
been reduced substantially under the cooperative housing program. 
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Another source of economy has been the large-scale purchase of 
land and construction of the homes or apartments without any 
provision for speculative profit. The fact that the consumer-owner 
of the co-op puts in his equity payment before the builder starts 
construction eliminates the necessity for padding construction costs 
with safeguards against failure to sell or other losses. Equity pay- 
ments in advance mean that the homes are presold. This cuts down 
the sales cost and any losses from holding property vacant after 
construction is completed. 

One of the largest economy factors, of course, is the fact that 
consumer ownership provides lower maintenance costs in a co-op 
than in any comparable multifamily rental project. An owner tra- 
ditionally keeps his home in better shape than does a renter and 
the cost of maintenance automatically becomes less. These are some 
of the reasons why home ownership through cooperative housing 
provides an ultimate long-range saving that is not possible in other 
parts of the FHA program. 

These are reasons behind the success of the cooperative housing 
program which was just a gleam in the eyes of some of the members 
of this committee 9 years ago. 

At the close of 8 full years of operation, cooperative housing had 
become the third largest program in FHA. The number of people 
living in cooperative homes built ae the program are equal to 
the popul: ition of Salt Lake City or twice the size of Phoenix, Ariz. 
Just to give you a picture of the cant ince of this housing, if these 
co-ops had all been built in one place you could have a new co-op 
city larger than Des Moines, or Spokane, or Springfield, Mass., or 
Youngstown, Ohio. You could take care of all the families in Jack- 
sonville, Fla., or almost as m: ny as live in Richmond, Va. 

On the occasion of the 8th aniversary of 213, Senator Sparkman 
inserted in the Congressional Record a report of the progress to that 
date. With your permission, I would like that report to be included 
with this testimony. The attachment is at the back of the state- 
ment. 

Mr. Rarns. It may be included at the end of your testimony. 

Mr. Campseiy. Thank you. 

There is a popular misconception that cooperative housing is con- 
fined to New York and California. While those two States lead all 
thes rest, as a matter of fact co-op projects have been completed in 35 
States plus Hawaii and the District of Columbia. 

FHA has insured 767 projects with 47,422 units and a dollar value of 
$483,860,933 in its 8 years of operation. 

As of June 30 of this year, 2,000 more units had been insured and the 
dollar value passed the half billion mark for a total of $515,719,083. 
A measure of the forward program on co-op housing is indicated in 
the fact that FHA reported (April 30) commitments outstanding for 
9,000 units and applications in process for 6,700 more. These would 
put to work an additional $200 million in mortgage funds. 

We have still not cracked the sound barrier with a gigantic middle- 
income housing program. That will not come until construction costs 
are lower, interest rates plunge to 3 percent and amortization is boosted 
to 50 or 60 years. We do not expect that in the immediate future. 
The co-op program has made an impact in part of the middle-income 
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market. The average mortgage for a 213 co-op has been $10,419 per 
unit. Monthly carrying charges in co-op apartments have run about 
20 percent below rental costs to the consumer in a comparable 207 
project. This isa commendable beginning. 

At this point, Mr. Chairman, I would like to point out that on pages 
9, 10, and 11 we summarize the proposed amendments that we have in 
mind. Then on pages 12 through page 16, we have provided in tech- 
nical language the proposals we have before you. Perhaps I can sum- 
marize these rather than reading pages 9 and 10. 

Mr. Ratns. All right. 

Mr. Campse.t. The first one is to bring downpayments and mort- 
gage payments in line with those established for single-family and 
multifamily projects. Those were both taken care of in the Senate 
bill as adopted on Friday. The second is to extend to all types of 
cooperative housing projects authorization to build community recrea- 
tional and commercial facilities. 

This is now possible under the management-type program. Weurge 
the extension of this feature to the investor sponsored for both com- 
mercial and the community facilities and urge that the recreation and 
community facility program be made avail: ible for the sales-type pro- 
gram in order to give a continuing program of community facilities 
even where the project becomes an “individu: uly owned program. 

‘The Senate bill takes care of part of that but, on a technicality, over- 
looked the provision of commercial facilities for the management-type 
co-ops. ‘Third, we recommend that the 2-percent working capital fund 
be included in the mortgage. This would protect against the debt, 
disaster or depression and would help strengthen the program. 

Fourth, we feel that the consumer interest and the national inter 
est would be protected by authorizing FHA to use the section 203 pro- 
gram for existing properties in adc lition to new construction. This is 
possible in the 203 program for individual homes and we feel should 
be extended to cooperative housing. 

Fifth, we recommend increasing the authorization from FNMA to 
cover about 30,000 more units this year. FHA has applications in 
process and commitments outstanding as of today’s date for about 
15,000 units. Our sixth proposal would be to take care of costs in the 
high-rise areas where the FNMA ceiling is set at $15,000 and the 
FILA ceiling is set at $20,000. If you get a $15,500 mortgage or a 
$16,000 mortgage FNMA can’t buy it even if FHA insures it. We 
recommend removing the conflicting ceiling. 

Seventh, we would suggest that the President’s authority to use the 
funds authorized under the Sparkman bill earlier this year be ex- 
tended to cooperative housing. Since there is a great need to build 
middle-income projects in urban renewal areas, we urge that Congress 
authorize FNMA to buy cooperative mortgages in the urban renewal 
areas. This would provide middle-income housing in urban renewal 
projects where you have both high-cost and low -cost housing now but 
have no provision for middle-income housing. 

Our final proposed amendment, Mr. Chairman, is that the College 
Housing Act be amended so that well-established cooperatives on the 
campuses be authorized to borrow money directly from the Govern- 
ment for the construction of dormitories just as a university ¢ an now. 
There are several very excellent illustrations of savings that can be 
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made in that field and we understand several amendments have been 
presented to this committee which would authorize that change. 

You can turn now through to page 17 where I can summarize again 
to save the committee’s time. 

We have been encouraged to see a growing number of trade unions, 
teachers organizations, labor organizations, et cetera, entering the co- 
operative housing program, giving it a substantial set of roots in the 
American way of life. 

In conclusion, we would like to make some general recommendations. 

First, we are happy to — that the FHA has moved forward on 

a recommendation made to it by the Cooperative Advisory Commit 
tee on FHA, a little more than a year ago. Technical work has been 
completed, we believe, on establishing a mutual cooperative insurance 
fund in FHA. This would parallel the fund already established for 
section 203 mortgages. Such a fund would make it possible to pass 
on to the consumer the economies which are made possible through co- 
operative ownership and operation of housing developments. This 
technique would also make it possible for FHA to continue its cur- 
rent schedule of insurance premiums but reduce the effective rate by 
refunds to the « oper atives as the savings are earned. This procedure 
is already used in the mortgage fund covering single family homes in 
the overall FHA program. 

In his testimony last Monday, Commissioner Mason pointed out 
that the program is working very well for individual homes. We feel, 
and the Commissioner, I am sure, shares our sentiments, that this 
should be extended to the section 213 cooperative projects. We have 
made a pitch at the end of this testimony for a big middle-income 
housing program. We hope that this committee can devote time to 
really cracking that prob Jem. I would like to point out that just 10 
years ago the House Banking and Currency Committee sent a special 
mission to Europe to study housing developments, primarily in the 
Scandinavian countries, with particular reference to the solution of 
the middle-income housing program. In the 10 years which have 
followed, a great deal of progress has been made in these countries. 
We have made some beginnings here at home, but only beginnings, in 
solving the middle-income housing problem. We hope this commit 
tee will give serious consideration to sending a delegation to northern 
Europe to study the cooperative and other housing developments at 
the close of this session of Congress with the purpose of reporting back 
to the full Banking and Currency Committee with its recommenda 
tions at the opening of the next session of Congress. The study made 
10 years ago was so valuable we hope it will be renewed. 

In the enactment of the Housing bill Friday, one of the casualties 

was the approval by the Senate Banking and Currency Committee 
of an authorization to FNMA for advance commitment authority for 
the purchase of $50 million worth of cooperative mortgages. 

This was stricken out in the final Senate action on the bill. We had 
recommended, on the basis of the program now underway, that $300 
million be authorized for this purpose. We urged the House to take 
positive action to restore this authorization. Witnesses for the Ad- 
ministration pointed out last week that only $12 million of the $50 
million earmarked for consumer cooperatives at the last session had 
been used. This creates an erroneous picture. While there were only 
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commitments by FNMA for $12 million as of June 15, there were an 
additional $8 million in applications in process in FHA for these 
funds and $6 million in preliminary stage. This meant that as of 
June 15, $26.9 million was either asked for or in the works. As this 
committee realizes, it takes a long time to develop a genuine consumer 
cooperative in the housing field. It is possible to stimulate such co- 
operatives only if there are assurances that funds will be available 
when the time comes for final financing. We have every reason to 
believe that well over the $50 million authorized for consumer co- 
operatives will be _— this current year. 

Authorization of an additional $50 million to $100 million ear- 
marked for consumer cooperatives will further stimulate that de- 
velopment at no cost to the taxpayer. We have always urged that an 
amount equal to that earmarked for consumer cooperatives should be 
made available for other management and sales-type coopenmmaven 
FNMA has interpreted the emergency housing bill this spring as ex 
cluding section 213 projects. As we head into a new year, there wil! 
be no funds for management-type, sales, or investor-sponsor-type co 
operatives. We strongly urge that concrete action be taken in this 
field. 

We were very disappointed that the Senate removed a very progres- 
sive provision in the housing bill which would have authorized resi- 
dents of public housing projects to purchase those projects from the 
Government. ‘This would have encouraged genuine homeownership 
for people who are trying to lift themselves by their bootstraps out 
of public housing. It is assumed that as public housing projects are 
sold to residents, additional projects will be built to take care of the 
lowest income group, so that we could continue in our efforts to provide 
every American family with a decent home. 

Once again, the Cooperative League wishes to express its appre- 
ciation for the opportunity to be heard by this committee. 

Thank you very much. 

Mr. Rarns. Thank you, Mr. Campbell. We appreciate your giving 
us the suggested amendments. We are aware of those and know about 
them, as a matter of fact. But over on page 10, that fourth item, in 
which we are vitally interested, I wish you would go into that a little 
more. 

You say you feel it would be in the consumer interest and national 
interest to authorize the use of this section by FHA for acquisition 
of existing properties in addition to insuring new construction. Just 
what do you mean ¢ 

Mr. Camrsett. We urge extending 213 so that it is possible to in- 
sure a mortgage on an existing property if the residents in a project 
wish to purchase it and est: ablish their ownership of the project. I 
would like to illustrate 2 or 3 things that have been done in this way. 
One FHA project in Kansas City, for example, was purchased but 
reverted to the Commissioner on defalcation, a 608 which had run 
down, was in terrible condition. The tenants were paying $94 a 
month rental. The project had fallen to the place where only about 
60 percent of the units were occupied. The owner who was running 
it was cannibalizing the units. If anything went wrong with the 
plumbing in one apartment, he would take the plumbing facilities 
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out of a vacant apartment and use them for the one that was being 
rented. 

There was no maintenance, no upkeep. It was in terrible shape. 
The Foundation for Cooperative Housing, which is a nonprofit organi- 
zation, was asked by Monsignor O’Gr: ady to look into the situation to 
see if it couldn't help. It made an analysis of the situation in the 
Van Brunt project in Kansas City and came back with the report that 
this project would be worth about $1 million to the tenants if they 
could buy it, which was about what the mortgage amount was that 
was left on the project. The FHA agreed to ‘sell the project to the 
residents in trust with the Found: ation for C ooperative Housing han- 
dling the transaction. That has now been accomplished. ‘The rentals, 
the monthly payments have been dropped to $64 a month. The project 
has been built up to where the vacancy ratio is almost nonexistent. 
The place has been painted and put in good shape. The people are 
proud of it. The morale has gone up, as a result of ownership by the 
residents of this project. There are a great number of 608’s that are 
going to drop back into the lap of the Commissioner ; and unless there 
is a provision of this kind the only thing the Commissioner can do is 
sell them to the highest bidder and let some other real-estate operator 
come in and make what he can out of a rundown project. 

Here is a way to restore housing of value to the people who should 
have the right to that value because they have been paying for them 
over a period of years. These are the residents. We would like to see 
that the FHA has the right to insure a project under 213 

Mr. Rains. It sounds like a good idea, and we will certainly look 
into that. 

I have one other question. Several of our colleagues, including 
Mr. Miller and several others, are going to appear “this afternoon 
in support of eC cooperatives in the college housing program. 
As I look at it, Mr. Campbell, I find myself entirely sympathetic to 
the idea, but it looks to me like a comple te change or divi ision from the 
concept of college housing program. How are we going to project the 
Federal Government’s interest in that when the student cooperative 
has no tie with the institution itself? That is a problem that has me 
worried. 

Mr. Camppexy. Well, I think that the situation can be worked out 
quite well. I have had some talks with the Administration on this 
and, of course, with the college co-ops. The Administration would 
have to make loans only to those co-ops which are well enough estab- 
lished so they have a record of performance. The one at the Univer- 
sity of California, for example, is 25 years old, and it has assets of 
about $1 million. Tt i is taking care of ‘the needs of 900 students, and 
wants to take care of the needs of 500 more, but there is no place they 
can go to get a mortgage on a property, which is a very good property 
and which is an asset to the community. 

The new president of the university, Dr. Clark Kerr, is very enthu- 
siastic about this program. The loan would be made so that, if any- 
thing happened to the co-op, the property would revert to the univer- 
sity for use by the university as dormitory facilities. There is a 
shortage of dormitory facilities in almost every university in the 
country. 

Mr. Ratns. Have they tried to utilize 213? 
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Mr. oo No. We run into this problem: It is a tougher 
problem in 213 than it is in college housing. Students are in a col- 
lege for 4 years, you provide a 40-year mortgage, and the lawyers 
and FHA, I am sure, would shudder in horror at insuring a mort- 
gage for 40 years for people who are going to live in it for 4 years. 
Now, in our judgment, actually, the cooperative to which they make 
the loan is one which has been in existence for 25 years, and there is 
every reason to believe it will continue. 

The properties are of great value to the colleges because they will 
have an increased number of students as the years go on. There 
will be an increased need for these: the mortgage value would be there 
even if something happened to the cooperative. 

Mr. Rains. Would there be any objection to a cosioner by the 
institution / 

Mr. Camevpenun. I think that would be fine, and I think most of the 
oprapraas would be happy to have that. One problem is if you 

nake the loan go through the university, the university has to take 
saentels responsibility for the loan, and you don’t put responsibility 
on the students, where it belongs. We are trying to give students 
responsibility for management, for keeping costs down, for doing 
these other things, and so we would prefer to have the loan made 
dine etly to the student coope rative. 

Mr. Rains. I know it is not likely to happen, but in writing these 
laws we have to look for all possibilities. Would there be any objec 
tion to saying that if the students for any reason a bandoned the 
cooperative that it would revert to the use of the cosigner, which 
would be the university é 

Mr. Camrpnein. I think that would be very fine. 

(The full prepared statement of Mr. Campbell is as follows :) 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR OF THE WASHINGTON OFFICE, 
COOPERATIVI Lt AGUE OF THI UNITI D STATES OF AMERICA 


The Cooperative League of the United States of America is a federation of 
consumer, purchasing, and service cooperatives throughout the United States. 
It includes in its membership regional, State, and National organizations, serving 
13 million families who are members of farm supply, consumer goods, insurance, 
credit, rural electric, health, housing, student, and other cooperatives. 

We wish to pay tribute to this Subcommittee on Housing and its chairman 
for the leadership they demonstrated in development and enactment of the emer- 
gency housing legislation early in this session. Already that legislation has 
strengthened the housing market, has stimulated new construction providing 
many thousands of extra jobs at a crucial time in our economic history, and 
will produce thousands of new homes for consumers this current year. 

The committee has before it an omnibus housing bill developed in the Senate, 
plus several bills of more than usual significance. The chairman’s bill to keep 
the homeowner from losing his home during unemployment in an economie crisis 
places emphasis where it needs to be on the protection of the consumer. We 
are happy to see further consideration given to providing decent housing for 
transient farmworkers. And we are particularly pleased to give our whole 
hearted support to bills by Congressmen Harlan Hagen, George P. Miller, and 
others to amend the college housing program to help college students to build 
badly needed dormitories through their well-established student cooperatives. 

The Cooperative League wishes to restate its belief that this Nation must 
have an adequate public housing program as long as a significant number of 
American families are ill-housed and do not have large enough incomes to pay 
for decent housing. We have been keenly disappointed at the rate at which the 
Public Housing Administration has put new low-rent housing units under con- 
struction. It is our hope that the legislation now before you will speed that 
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process. Until we have cleared our slums and replaced the 15 million units of 
substandard housing in the United States, as reported for 1956, we cannot, with 
clear conscience, let up the pressure for adequate housing. In 1949 the Congress 
in the Wagner, Ellender, Taft bill authorized a pipeline of low-rent housing that 
has not yet been built. The simplest and most adequate step would be to author- 
ize the construction of as many of those units as are needed. 

We are happy to associate ourselves with the recommendations made by the 
AFL-CIO, the National Housing Conference, American Municipal Association, 
NAHRO, and other organizations for an expanded program of urban renewal 
adequate to meet today’s need. The amount recommended by the Senate Bank- 
ing and Currency Committee in S. 4035 is certainly justifiable. It would provide 
$350 million each year for the next 6 years or a total of $2.1 billion for that 
period. To do the job adequately however, would require $500 million a year for 
a 10-year program. 

Certainly this committee or some other congressional committee should give 
serious consideration to the need for decent housing for migrant agricultural 
workers. 

We strongly support strengthening housing programs for the elderly and for 
the colleges, including extension of loans to student cooperatives 

If any action is taken on the proposed coinsurance program, very strong pro- 
tection should be provided for the consumer both in interest rates and housing 
standards. 

In testimony presented to this committee Monday, July 7, a report of the 
General Accounting Office was quoted very briefly as the basis for raising a 
fundamental question about the value of the cooperative housing program and 
Le importan f this program as a factor in public policy in housing. This 
question is so fundamental that it needs a detailed answer. We are happy to 
have this opportunity to answer it here before this same committee. 

It is quite obvious that we have not gotten across to the Congress and to the 
public either the broad purposes of the cooperative housing program or its accom- 
plishment to date. Perhaps we have taken it for granted that these factors would 
be self-evident 

The GAO report transmitted to the Congress on April 24, 1958, declared : 

“In our review we noted that home buyers financing their mortgages under 
section 213 rather than under section 203 generally had the disadvantage of 
higher construction costs. For example, FHA estimated that in New Mexico 
where several hundred homes were constructed under section 2123 during the 
fiscal year 1957 construction costs were about 12 to 15 percent higher under 
section 213 than under section 203.” 

If this were true and if it were an indication of the situation affecting cooper 
tive housing generally, the Cooperative League would certainly not appear before 
your committee in support of the program. Our sole interest is to provide, 
through cooperative methods, a technique through which the consumer can buy 
better housing with greater livability at smaller total cost and with lower carry- 
ing charges to the consumer. A program which did not carry forward these 
objectives would not have our support as we are sure would not have the support 
of this committee or the Congress. 

The GAO study was a small one affecting only a relatively few homes. We 
have checked carefully on the situation and find that these were the first homes 
built under the cooperative housing program in that State. The applications 
were processed in an identical fashion to the processing of section 203 homes. 
Then there was added to those costs 3 percent for organization costs, 2% percent 
for financing costs and a substantial additional percentage for prevailing wages 
as required under the law. Thus the estimate of replacement cost was substan 
tially higher than the actual cost of construction. However. the builder sold 
the homes at a figure substantially lower than the FHA estimate of replacement 
cost and still made money on his project. The consumer interest was protected. 
Processing methods have since been adjusted, we understand. The people have 
been happy with their homes and received an excellent value at a time when no 
comparable 203 homes were being built in the community because of the tight 
money situation. 

FHA officials in both Washington and New Mexico declare that if actual con- 
struction costs on a cooperative project are any higher than in section 208 it is 
due to requirements which provide higher standards of construction. Co-op 
housing is built as a project, section 203 housing as single family homes. Steps 
can be taken in the co-op to improve the permanent nature of the neighborhood. 
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In New Mexico, FHA requires in a co-op project certain retaining walls, addi- 
tional shrubbery and a sprinkler system in every lawn so that the permanent 
beauty of the project can be retained. These, of course, make costs somewhat 
higher but the value to the consumer is greater. Under 213 there is continuous 
inspection and under the law the builder is required to pay union wages in con- 
struction of a cooperative project even in nonunion areas. The builder of a 203 
project is not. 

There are several misconceptions about the cooperative housing program. 

First, there is a broad misconception that because there are special assistance 
funds made available for the purchase of mortgages for co-ops that somehow or 
other there must be a subsidy involved in the program. As a matter of fact, the 
cooperative housing program is carried forward without subsidy. The Federal 
National Mortgage Association makes money on any mortgages which it pur- 
chases. The FHA makes money on both fees and mortgage insurance. Income 
to FHA over the 8 years the program has been in effect has been approximately 
$14 million with allocated expenses running about $7 million, so that the net 
income to FHA has run approximately $7 million beyond allocation of all costs 
involved. 

There is a general feeling on the part of many people in the agencies involved 
and in the Congress that cooperative housing has been possible primarily due to 
the availability of advance commitments on the part of the Federal National 
Mortgage Association for the purchase of cooperative mortgages. The facts are 
that in the life of the cooperative housing program only 23 percent of the mort- 
gages insured by FHA have been purchased by FNMA—77 percent have been 
financed with private capital. Even in the period when money was the tightest 
during this last year, more than half of the cooperative houses built under the 
program were privately financed. Less than half of the mortgages were pur- 
chased by FNMA. The great value of the FNMA program is the assurance to 
the cooperative group that there will be funds available on completion of the 
project if they are necessary. 

Another popular misconception is the idea that the cooperative housing pro- 
gram is devoted primarily to the building of single-family homes which are spun 
off from a blanket mortgage upon the completion of the homes and the houses 
become single-family homes under single ownership with no cooperative charac- 
teristics at all. In the history of the co-op housing program over the last 8 years, 
nearly 60 percent of all the housing units built has been what we call manage- 
ment type cooperatives. Those are the co-ops which continue in ownership and 
management as cooperatives for the life of the mortgage, which means most of 
them will be co-ops for a full 40 years and we expect will continue as co-ops as 
long as the housing stands. As of the end of the first 8 years of the program, 
there were 154 projects of these continuing co-ops or management type. They 
provided 26,524 homes either in apartments or single family dwellings. The 
FHA had insured mortgages on these co-ops of $257 million. The operating record 
of these co-ops testifies to the financial suecess they enjoy. 

Even where these were builder-initiated or builder-sponsored, the project 
becomes a fully and completely consumer co-op upon completion. Some of these 
co-ops have turned out to be as fine an illustration of democratic control and 
nonprofit operation as we find among our consumer-initiated cooperatives. Only 
a little over 40 percent of the program is made up of sales type co-ops and some 
of those sales type co-ops have been consumer initiated. 

Another misconception is that the cooperative housing program is merely 
another form of multifamily housing comparable to rental housing. Actually the 
cooperative housing program is more sharply different from the 207 multi 
family program than it is from the 208 single home individual ownership 
pattern. The cooperative housing program provides home ownership in a very 
real and practical sense. In large metropolitan centers where aparment houses 
are the only practical form of housing, co-ops are the only practical way to 
provide the American tradition of home ownership for the average family. 
This feature of home ownership provides a plus factor in multifamily housing 
which makes co-op housing under 218 more desirable in terms of the national 


interest than rental housing. Because of the home ownership feature, se-tion 
213 should be encouraged by the Congress and the Administration with even more 


desirable terms of mortgage ratios and mortgage amounts than rental housing. 

Another misconception is the notion that the savings in cooperative housing 
grow out of only two features—the longer amortization period and the lower rate 
of interest that is available. These two are very practicable forms of savings. 








328 HOUSING ACT OF 1958 


Co-op housing has proven that 40-year amortization is practicable. The lower 
interest rate which has been carried forward under 213 has been a factor in 
keeping housing costs down. 

There are other reasons for the greater economy in co-op housing. First is 
the reduction of the tremendously high closing costs which must come with the 
average individual mortgage. It is elementary to observe that 1 closing covering 
100 units of housing is more economical than 100 closings of 1 each. These 
costs can and have been reduced substantially under the cooperative housing 
program. Another source of economy has been the large scale purchase of land 
and construction of the homes or apartments without any provision for specula- 
tive profit. The fact that the consumer-owner of the co-op puts in his equity pay 
ment before the builder starts construction eliminates the necessity for padding 
construction costs with safeguards against failure to sell or other losses. Equity 
payments in advance mean that the homes are presold. This cuts down the sales 
cost and any losses from holding property vacant after construction is completed. 

One of the largest economy factors, of course, is the fact that consumer- 
ownership provides lower maintenance costs in a co-op than in any comparable 
multifamily rental project. An owner traditionally keeps his home in better 
shape than does a renter and the cost of maintenance automatically becomes 
less. These are some of the reasons why homeownership through cooperative 
housing provides an ultimate long-range saving that is not possible in other parts 
of the FHA program. 

These are reasons behind the success of the cooperative housing program which 
was just a gleam in the eyes of some of the members of this committee 9 years 
ago. 

At the close of 8 full years of operation, cooperative housing had become the 
third largest program in FHA. The number of people living in cooperative 
homes built under the program are equal to the population of Salt Lake City 
or twice the size of Phoenix, Ariz. Just to give you a picture of the importance 
of this housing, if these co-ops had ali been built in one place you could have a 
new co-op city larger than Des Moines, or Spokane, or Springfield, Mass., or 
Youngstown, Ohio. You could take care of all the families in Jacksonville, Fla., 
or almost as many as live in Richmond, Va 

On the occasion of the eighth anniversary of 213, Senator Sparkman inserted 
in the Congressional Record a report of the progress to that date. With your 
permission I would like that report to be included with this testimony. (See 
attachment. ) 

There is a popular misconception that cooperative housing is confined to New 
York and California. While those 2 States lead all the rest, as a matter of fact 
co-op projects have been completed in 35 States plus Hawaii and the District of 
Columbia. 

FHA had insured 767 projects with 47,422 units and a dollar value of $483,- 
860,933 in its 8 years of operation. 

As of June 30 of this year, 2,000 more units had been insured and the dollar 
value passed the half-billion mark for a total of $515,719,083. A measure of the 
forward program on co-op housing is indicated in the fact that FHA reported 
(April 30) commitments outstanding for 9,000 units and applications in process 
for 6,700 more. These would put to work an additional $200 million in mortgage 
funds. 

We have still not cracked the sound barrier with a gigantic middle-income 
housing program. That will not come until construction costs are lower, inter 
est rates plunge to 3 percent and amortization is boosted to 50 or 60 years. We 
do not expect that in the immediate future. The co-op program has made an 
impact in part of the middle-income market. The average mortgage for a 213 
co-op has been $10,419 per unit. Monthly carrying charges in co-op apartments 
have run about 20 percent below rental costs to the consumer in a comparable 
207 project. This is a commendable beginning. 

In order to strengthen and expand the cooperative housing program to meet 
the present need, we wish to submit to the committee a series of proposed amend- 
ments to the Housing Act. These amendments are designed to meet the fol- 
lowing needs: 

First, to bring the downpayments and mortgage percentages in the cooperative 
housing program into line with the already established downpayments and 
mortgage percentages for the single-family program and those proposed for the 
multifamily rental housing projects under FHA 
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Second, to extend to all types of the cooperative housing program authoriza- 
tion to build community, recreational, and commercial facilities now possible 
under the management-type program. These facilities are essential, not only to 
meet the consumer needs of the members of the projects, but also to give a con- 
tinuing cooperative character to the developments so that they may continue to 
reap the advantages of working together after their homes are completed. 

In the Senate housing bill, as reported by the Banking and Currency Commit- 
tee, provision was made for including community but not commercial facilities 
in sales-type and investor-sponsor-type projects. While we are not at this time 
urging that sales-type projects include commerical facilities, we hope that the 
investor-sponsor projects, which are designed to become mManagement-type proj- 
ects, should include both types of facilities. This is already provided for in 
the straight-management-type program and our proposal would merely bring 
the investor-sponsor program into line in this respect. We believe that the in- 
clusion of community facilities in sales-type projects is most important because 
it would offer encouragement to the creation of better communities and the 
installation on a cooperative basis of such things as community houses, parks, 
recreational areas, Swimming pools, and other recreational facilities. The mort- 
gage amount otherwise available should be increased to make this objective 
possible. 

Third, we wish to further strengthen the financial structure and soundness 
of these projects by including a regular 2 percent working-capital fund in 
the total amount of the mortgage. These working funds provide added strength 
to the co-op in meeting closing costs, advance payments of insurance, taxes, etc., 
and providing funds to meet any emergencies that might arise within the mem- 
bership through death, disaster, or depression. 

Fourth, we feel that it would be in the consumer interest and in the national 
interest to authorize the use of this section of FHA for the acquisition by resi- 
dents of existing properties in addition to insuring new construction. The 
amendments we propose contain safeguards which, we are sure, will be adequate 
to prevent any misuse of the section. 

Fifth, we recommend increasing the authorization for FNMA to make advance 
commitments for the purchase of mortgages on cooperative housing projects. 
The amount we recommend would cover about 380,000 units this coming year, 
with 50 percent of them reserved for consumer cooperatives. FHA already has 
applications in process and commitments outstanding for more than 15,000 units 
to date. 

Our sixth proposal would make it possible to build co-op projects in high-cost 
areas, particularly in connection with urban renewal developments where cur- 
rent FNMA ceilings are not adequate, but where the FHA ceilings would make 
projects feasible. 

Seventh, we suggest that the President’s authority to use funds authorized 
by the Congress under the Sparkman bill earlier this year be extended to coop- 
erative housing. Since there is a great need to build middle-income projects in 
urban renewal areas, we propose that the Congress authorize FNMA to purchase 
mortgages of cooperatives insured under section 213 in urban renewal areas. 

Somewhat outside of FHA current operations, there is a new and growing 
need for the use of cooperative housing. This is in the college field. Over 
the past years, hundreds of thousands of students have cut their cost of educa- 
tion by living in cooperatively owned dormitories. Many of the soundest and 
outstanding of these student cooperatives are anxious to build additional facil- 
ities to meet the growing need for low-cost student housing. Our eighth recom- 
mendation is that the College Housing Act be amended to allow the student 
co-ops to borrow directly from the Government for such housing, as do the 
educational institutions themselves; and that the cooperative housing section of 
FHA be extended into the college field. 

The following section of our statement sets forth these amendments in detail. 
We hope this committee will act favorably on them for they will continue and 
extend a sector of the overall housing program under which the consumer will 
help himself to lower cost housing without any cost to the Government, and 
with no subsidy. This we feel is a commendable program receiving overwheln- 
ing support from the Congress. 
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PROPOSED AMENDMENTS TO THE HOUSING ACT OF 1958 DeEsIGNED To IMPROVE AND 
STRENGTHEN THE COOPERATIVE HOUSING PROGRAM 


1. The following amendment will bring the mortgage loan ratios and down- 
payments for cooperative housing (sec. 213) generally in line with those already 
established for single family housing (203) and will parallel the maximum 
mortgage amounts proposed for multifamily rental housing (207) : 

Section 213 of the National Housing Act. as amended, is hereby amended 
(1) by striking out the paragraph numbered (2) in subsection (b) and inserting 
in lieu thereof the following: 

“(2) not to exceed, for such part of the property or project as may be attrib- 
utable to dwelling use $2,500 per room (or $9,000 per family unit if the number 
of rooms in such property or project is less than four per family unit), and not 
to exceed 97 per centum of the amount which the Commissioner estimates will 
be the replacement cost of the property or project when the proposed physical 
improvements are completed: Provided, That as to projects which consist of 
elevator-type structure the Commissioner may, in his discretion, increase the 
dollar amount limitation of $2,500 per room to not to exceed $3,000 per room 
and the dollar amount limitation of $9,000 per family unit to not to exceed 
$9,400 per family unit, as the case may be, to compensate for the higher costs 
incident to the construction of elevator-type structures of sound standards of 
construction and design: Provided further, That the Commissioner may, by 
regulation, increase any of the foregoing dollar amounts limitations by not to 
exceed $1,250 per room, without regard to the number of rooms being less than 
four, or four or more, in any geographical area where he finds that cost levels so 
require: Provided further, That in the case of a mortgagor of the character 
described in paragraph (3) of subsection (a) the mortgage shall involve a 
principal obligation in an amount not to exceed 87 per centum of the amount 
which the Commissioner estimates will be the replacement cost of the property 
or project when the proposed physical improvements are completed: And pro- 
vided further, That upon the sale of a property or project by a mortgagor of 
the character described in paragraph (3) of subsection (a) to a nonprofit cooper 
ative ownership housing corporation or trust within two years after the com- 
pletion of such property or project the mortgage given to finance such sale shall 
involve a principal obligation in an amount not to exceed the maximum amount 
computed in accordance with this subsection without regard to the preceding 
proviso.” 

2. The following will provide in investor-sponsor type projects provision for 
mortgage money on community, comercial, and recreational facilities which is 
already available in management-type undertakings. It will also provide for 
mortgage money to cover community and recreational facilities in sales-type 
projects to provide greater consumer value and greater livability to cooperative 
projects. 

Section 213 of the National Housing Act, as amended, is hereby amended by 
deleting the last sentence of subsection (d) and substituting in lieu thereof the 
following: 

“Property covered by a mortgage, insured under this section, on a property 
or project of a corporation or trust of the character described in paragraphs 
numbered (1) and (3) of subsection (a) of this section may include eight or 
more family units and may include such commercial and community facilities 
as the Commissioner deems adequate to serve the occupants. Property held by 
a corporation or trust of the character described in pragraph numbered (2) 
of subsection (a) of this section which is covered by a mortgage insured under 
this section may include such community facilities as the Commissioner deems 
adequate to serve the occupants.” 

3. These proposed amendments will require the FHA to include in its estimate 
of replacement cost the 2 percent working capital fund designed to provide 
stability and security for the project, and to include such working capital in 
its determination of actual cost. 

sv adding at the end of section 213 the following new subsection: 

“(i) With respect to a property or project of a mortgagor of the character 
lescribed in paragraph (1), paragraph (2), or paragraph (3) of subsection 
(a) of this section, there shall be included in the amount which the Commis 
sioner estimates will be the replacement cost of the property or project when 
the proposed physical improvements are completed an allowance for working 
capital equal to 2 per centum of all other estimated costs.” 
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Section 227 of the National Housing Act, as amended, is hereby amended: 
by inserting in subsection (c), before the words “and other items of expense 
approved by the Commissioner” in both places where such words appear therein, 
the words “the allowance for working capital in section 213 of this Act,”. 

4. The following will provide for use of cooperative section 213 mortgage 
insurance for the acquisition by residents of properties in which they dwell, 
which projects would become cooperatively owned by such residents and pro- 
spective residents. This would extend to section 213 a comparable policy at 
that established by Congress making FHA section 203 applicable to existing 
housing. Since existing housing can be purchased for substantially less than 
new construction, there are cases where cooperative purchasers could acquire 
housing at lower initial and monthly costs if the FHA financing were available 
to them under section 213 for management-type projects. This amendment con- 
tains adequate safeguards to protect the consumer interest while assuring the 
availability of the project for purchase at a negotiated price by consumer 
cooperatives. 

It is recognized that, While in the case of existing properties the mortgage 
should be predicated on value and not solely on replacement cost, the value 
determination should take account of the fact that the property is purchased 
as a cooperative for continued use and occupancy rather than as an income- 
producing investment. Therefore, the usual technique used in the valuation of 
rental properties should be modified accordingly. 

Section 213 of the National Housing Act, as amended, is hereby amended by 
adding at the end thereof the following new subsection : 

“(k) Nothing in this Act shall be construed to prevent the insurance of a 
mortgage executed by a mortgagor of the character described in paragraph (1) 
of subsection (a) of this section covering property upon which dwelling units 
and related facilities have been constructed prior to the filing of the applica- 
tion for mortgage insurance hereunder: Provided, That the Commissioner 
deterimnes that the consumer interest is protected and that the mortgagor will 
be a consumer cooperative: Provided further, That in the case of properties 
other than new construction, the limitations in this section upon the amount of 
the mortgage shall be based upon appraised value of the property for continued 
use as a cooperative rather than upon the Commissioner’s estimate of the 
replacement cost; and: Provided further, That as to any project on which 
onstruction was commenced after the date of passage of this subsection, the 
inortgage on such project shall be eligible for insurance under this section 
only in those cases where the construction was subject to inspection by the 
Commissioner and where there was complance with the provisions of Section 
212 of this title. As to any project on which construction was commenced prior 
to date of the passage of this subsection, such inspection and compliance with 
the provisions of Section 212 of this title shall not be a prerequisite.” 

5. The following would amend the section relating to the Federal National 
Mortgage Association to provide authority for advance commitments for the 
purchase of mortgages on cooperative projects insured under section 213. This 
would increase by $300 million such commitment authority by FNMA and increase 
the State ceilings on advance commitments proportionately to reflect this 
increase. Fifty percent of the new advance commitment authority would be 
reserved for consumer cooperatives. 

Subsection (e) of section 305 of the National Housing Act, as amended, is 
hereby amended 

(1) By striking out “$200,000,000” and inserting in lieu thereof “$500,000,000" ; 

(2) By striking out “$20,000,000” and inserting in lieu thereof “$50,000,000” ; 
3) By striking out “$50,000,000” and inserting in lieu thereof “$200,000,000" ; 


(4) By striking out “$15,000,000” and inserting in lieu thereof “$30,000,000”. 

6. The following would amend section 302 to give members of consumer ¢o- 
operatives the necessary adjustments in the mortgage limits on FNMA purchases 
in order to meet the problems of larger families and larger size units in coopera 
tives, and the need for adjustments on consumer cooperative projects in high 
cost areas. The proposed amendment would apply to consumer cooperatives 
the same increased mortgage limit as is being provided under section 701 of 
S. 4085 with respect to mortgages purchased under section 304 relating to the 
secondary market operations. The language of the proposed amedment is as 
follows: 
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Section 701 (a) of S. 4035 is hereby amended by adding in line 19 after the 
words “Sec. 304” the words “and mortgages of consumer cooperatives purchased 
under Sec. 305 (e)” 

7. The following amendment would authorize the President to use the commit- 
ment authority granted to him by Congress for the FNMA purchase of mortgages 
in urban renewal areas where the project built in those areas is a cooperative 
insured under section 213. The language of the amendment is as follows: 

Add the following new subsection (b) to section 701 of S. 4035 and reletter 
the present subsections (b) and (c) as subsection (c) and (d), respectively : 

“Section 305 (a) of such Act is amended by adding the following sentence at 
the end thereof : 

“(b) Authorizations by the President for commitments to purchase or pur 
chases by the association of mortgages insured by the Federal Housing Com 
missioner on projects in urban renewal areas may include mortgages on such 
projects in such areas to be insured under section 213.” 

8. To amend the College Housing Act to make student cooperative groups 
eligible for direct loans for the erection of dormitories and other housing facili 
ties which will be owned cooperatively on the same basis that such funds are 
now available for loans to colleges for dormitories to be operated on a rental 
basis. 

Title IV of the Housing Act of 1950, housing for educational institutions, is 
amended by amending section 404 to add section (5): 

“(5) a nonprofit student housing cooperative corporation or other similar 
association established for the purpose of providing housing for students or 
students and faculty of any institution included in clause (1) of this subsection 
without regard to their membership in or affiliation with any social, fraternal, 
or honorary society or organization.” 

In the development of cooperative housing the most important single factor 
in recent years has been the growth of the consumer cooperative sponsored hy 
trade unions, teachers’ organizations. credit unions, veterans’ posts, religious 
bodies, and other cooperative organizations. The earmarking of FNMA advance 
commitment authority for the purchase of mortgages by such consumer organi- 
zations last year was a great step forward. It takes much longer for such a 
co-op to complete organization than for a builder-sponsored or investor-sponsored 
co-op. Assurance that funds are available when organization work is complete 
eliminates many of the losses and heartaches that might otherwise beset a co-op. 

As consumer organizations extend their influence in this field, section 213 comes 
closer to meeting the ideal standard intended by the Congress when the coopera- 
tive housing program was established in FHA. 

From time to time the Commissioner of FHA acquires properties for operation 
or resale by FHA. This usually happens when the original investor defaults on 
the mortgage—or for some other reason ownership reverts to FHA as insurer of 
the mortgage. 

We urge that every effort should be made to encourage and assist the acqui 
sition and operation of such properties by cooperatives which accept as members 
tenants of such properties and others who intend to occupy them as dwellings. 
This is a direct way to establish and extend the principle of home ownership. In 
such cases the Commissioner should be encouraged to negotiate directly for sale 
on terms and conditions which the Commissioner determines to be their fail 
market value and will facilitate cooperative ownership and operation. 

In the recommendations made by the Administration there are two proposals 
which we feel would be particularly unwise. In a period when interest rates in 
general are falling, and when, for the first time in several vears, housing mort 
gages have sold at a premium, there is no justification for raising the interest 
rate ceiling on cooperative mortgages or removing the requirement that the 
Federal National Mortgage Association should purchase mortgages on special 
assistance housing at par. The fees and interest rates charged by FNMA are 
adequate to repay the Government for both the cost of money and administration. 

In conclusion we would like to make some general recommendations. 

First, we are happy to report that the FHA has moved forward on a recom- 
mendation made to it by the Cooperative Advisory Committee on FHA, a little 
more than a year ago. Technical work has been completed, we believe, on estab 
lishing a mutual cooperative insurance fund in FHA. This would parallel the 
fund already established for section 203 mortgages. Such a fund would make it 
possible to pass on to the consumer the economies which are made possible through 
cooperative ownership and operation of housing developments. This technique 
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would also make it possible for FHA to continue its current schedule of insur- 
ance premiums but reduce the effective rate by refunds to the cooperators as the 
savings are earned. This procedure is already used in the mortgage fund coy- 
ering single family homes in the overall FHA program. 

We feel that when such a fund is set up, the debentures issued should cover 
all types of FHA housing to give the investor the greatest possible protection 
through interchangeable debentures. In order to expedite the establishment of 
such a fund, this committee may wish to consult with FHA on the current status 
of the project so that action can be completed on the proposal as soon as possible. 

Ever since 1949, Congress has had before it in one form or another a proposal 
for a comprehensive middle-income housing program. An essential feature of 
such a program would be the establishment of a cooperative housing adminis- 
tration within the Housing and Home Finance Agency, and the establishment 
of a mortgage corporation for housing cooperatives. These proposals were 
involved in the Sparkman bill of 1950, in the Lehman bill in 1955, and in the 
Clark and Multer bills in 1957. 

If an all-out effort is to be made to solve the problem of middle-income 
housing, serious attention should be paid to the opportunities which would be 
opened by the enactment of such legislation. 

Just about 10 years ago the House Banking and Currency Committee sent a 
special mission to Europe to study housing developments primarily in the 
Scandinavian countries with particular reference to the solution to the middle- 
income housing problem. 

In the 10 years which have followed, a great deal of progress has been made 
in many of those countries. We have made some beginnings here at home, but 
only beginnings in solving the middle-income housing problem. We hope this 
committee will give serious consideration to sending a delegation to northern 
Europe to study the cooperative and other housing developments at the close of 
this session of Congress with the purpose of reporting back to the full Banking 
and Currency Committee with its recommendations at the opening of the next 
session of Congress. 

In the enactment of the Housing bill in the Senate last Friday one of the 
casualties was the approval by the Senate Banking and Currency Committee of 
an authorization to FNMA for advance commitment authority for the purchase 
of $50 million worth of cooperative mortgages. We had recommended on the 
basis of the program now under way that $300 million be authorized for this 
purpose. We urged the House to take positive action to restore this authori- 
zation. Witnesses for the Administration had pointed out that only $12 million 
of the $50 million earmarked for consumer cooperatives at the last session had 
been used. This creates an erroneous picture. While there were only com- 
mitments by FNMA for $12 million as of June 15, there were an additional 
$8 million in applications in process in FHA for these funds and $6 million in 
preliminary stage. This meant that as of June 15, $26.9 million was either 
asked for or in the works. As this committee realizes, it takes a long time to 
develop a genuine consumer cooperative in the housing field. It is possible to 
stimulate such cooperatives only if there are assurances that funds will be 
available when the time comes for final financing. We have every reason to 
believe that well over the $50 million authorized for consumer cooperatives will 
be used this current year. Authorization of an additional $50 to $100 million 
earmarked for consumer cooperatives will further stimulate that development 
at no cost to the taxpayer. We have always urged that an amount equal to 
that earmarked for consumer cooperatives should be made available for other 
management and sales type cooperatives. FNMA has interpreted the emergency 
housing bill this spring as excluding section 213 projects. As we head into a 
new year, there will be no funds for management type, sales or investor-sponsor 
type cooperatives. We will strongly urge that concrete action be taken in this 
field. 

We were very disappointed that the Senate removed a very progressive pro- 
vision in the Housing bill which would have authorized residents of public 
housing projects to purchase those projects from the Government. This would 
have encouraged genuine homeownership for people who are trying to lift them- 
selves by their bootstraps out of public housing. It is assumed that as public 
housing projects are sold to residents, additional projects will be built to take 
care of the lowest income group, so that we would continue in our efforts to 
provide every American family with a decent home. 

Once again, the Cooperative League wishes to express its appreciation for 
the opportunity to be heard. 
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[From the Congressional Record, April 25, 1958] 
COOPERATIVE HOUSING PROGRAM IN FHA 


Mr. SPARKMAN. Mr. President, this is the eighth year of the operation of the 
cooperative housing program in FHA. It was written into the Housing Act of 
1950 as section 213. 

It may be recalled that during that year I introduced a cooperative housing 
proposal, which was approved by the Senate Banking and Currency Committee, 
but which was turned down on a very close vote by the Senate. 

When the unfavorable action was taken by the Senate, we inserted in lieu 
of this more comprehensive program, section 213. It is under that provision 
that the cooperative housing program has gone forward, slowly at first but with 
increasing momentum as full realization took note of the opportunity to build 
reasonable cost housing on a cooperative basis. 

To date, there have been more than 47,000 units of cooperative housing built 
under this program, and there are commitments outstanding and applications in 
process for nearly 16,000 additional units. These have been built or are being 
built in 36 States of the Union. 

There is one particularly important and interesting point that should be 
stressed. Less than one-third of the cooperative housing built to date has been 
under Federal National Mortgage Association commitments. In other words, 
private capital has seen the worthwhileness of the program and has carried by 
far the major part of it. The FNMA commitments, however, are of tremendous 
importance and the special assistance provided for the program through FNMA 
has been a great factor in getting this program going. 

Mr. President, I ask unanimous consent that there may be printed at this 
point in the Record some tables showing how this program has taken hold and 
is moving ahead. 

There being no objection, the tables were ordered to be printed in the Record. 
as follows: 


Sec. 213, cooperative housing, status as of Apr. 18, 1958 


Number Numbe1 Dolla 
of ol 
projects units 
Mortgages insured 767 47,422 | $483, 860, 98 
Commitments outstanding BR0 9, 004 117, 199, 054 
Application in process 179 6, 744 85, 399 
Active case workload 1, 326 63, 170 AS6, 460, 242 





FNMA purchases of sec, 213 1 TPS $6. ORT OOD $40 R79 4)9 

FN MA commitments to purchase _- 13, 907, 100 97, 711, 750 
Total 20, 194, 100 147, 591, 162 
Grand total . $167, 785, 262 


Of the above, the following consumer cooperative commitments have been made 
by FNMA: 


State Number , Number Manage- | Sal 
projects units ment 

Arkansas 1 9 $138, 204 
California 3 331 $4, 085, 200 
Louisiana 5 43 594, 600 
New York 2 359 4, 942, 800 
North Dakota l 61 793, GOK 
West Virginia l 94 1, 404, 100 

Total-_._. = 13 8O7 10, 432, 100 | 1, 526, 700 


Grand total 


11,958,800 
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Mr. Ratns. I am sympathetic to the idea, but it presents some legal 
difficulties, as I see it, and I wanted to ask you about them. We will 
look into it because we are going to have considerable urging from 
some of our colleagues about it, as I understand. 

Mr. Campse.u. Fine. 

Mr. Rarns. We appreciate your testimony. 

I want to say we are running late and I am expecting the Governor 
of Alabama for lunch, and I am going to ask Mr. Addonizio to pre- 
side if we cannot finish on time. 

Any questions 4 

Mr. Widnall. 

Mr. Wipnat. I don’t understand the need for that type of housing, 
Mr. Campbell. Why can’t the college take care of that need ? 

Mr. Campsetu. It is possible for the college to take care of the need 
if the college will go into the housing business in a big enough scale 
to do the job, but these student « ‘ooperatives have done a job effectively 
for their members at lower cost than the college can provide such 
housing. That is, the student cooperative operates usually with a 5- 
hour-a-week or a 10-hour-a-week workload on the part of the students. 
When the students are working for themselves they have responsi- 
bility for the management, they can come in with an agreement for this 
work program, which cuts the costs. You couldn't do this legally in 
the college which would have indentured servants really coming in if 
you had that same kind of working relationship with the students. 
That is, they can do this kind of work job themselves, and they do it 
willingly, and they want to, but it is difficult for the university to 
insist on that same kind of provision. 

Mr. Wipnatt. Does that mean they can use uonunion help while 
the college would have to use union help ? 

Mr. Campsety. They use themselves. They work themselves on an 
agreed scale whereby all of the students have to work the same num- 
ber of hours in the dormitor y, ti aking care of m: aking the beds, cleaning 
up the place, doing these jobs, so that it becomes a self-help project, 
which is more economical for the student than a college dormitory. 
On the University of California campus, the students are saving about 
$80 a semester less than the college charges in rental on comparable 
dormitories. 

Mr. Wipnatu. How do they accumulate the money to buy these 
cooperatives / 

Mr. Campse.u. Well, they just sort of sweated it out themselves, 
made it out of their own savings over the years. In the early years 
it was a phenome nal showing, the low cost they were able to run their 
own properties on. 

Mr. Wipnatt. If it is that successful under the present program, 
why can’t they continue the present program ¢ 

Mr. Campsetu. There is no way to go to a bank, for example, or an 
insurance company, to get a mortgage on a project. The problem is 
that there is no way to accumulate enough money at one time to build, 
say, 500 units. The banks, with all of the interest they have in it, 

‘an’t take an unsecured loan on a property, and so if there could be 
either an insurance of a mortgage or a direct loan which the colleges 
themselves are getting now from the Federal Government, this would 
ease the project. 
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‘Mr. Wiwnatt. Why couldn’t a bank take a mortgage on it? 

Mr. Campse.u. A bank probably could at 60 percent of the project, 
and the students would have to come up with 40 percent equity, which 
the students don’t have. But why shouldn’t they have as much right 
to borrow as the university does, or as people in a housing project 
have a right to borrow under the 213 program, either one way or the 
other ? 

Mr. Wipnatu. That could be done under the section 213 program 
now. 

Mr. Camrseti. Well, it is conceivable if the officers of FHA and 
the attorneys of FHA could be convinced that they have a perfect 
right to make a 40-year loan to a college co-op, but even the people 
in charge of the cooperative housing program have wondered whether 
this could be done at all. 

Mr. Wipnatt. If it was set up as a corporation, 1 would certainly 
think that it could participate under the program. 

Mr. Camppetyu. They are all set up as corporations for the protec- 
tion of the students. 

Mr. Wipnati. On page 8 of your testimony, you spoke about the 
problem with respect to middle-income housing. You said that won't 
come until construction costs are lower. How do you lower construc- 
tion costs today ? 

Mr. Camppevy. One of the areas is the development of new tech- 
niques in housing which will cut down the costs of plumbing facili- 
ties, for example, getting more standardization in the local rules and 
regulations, greater economies in housing, in lower cost materials, and 
so forth. There isn *t, anywhere that I “know of, a big research pro- 
gram directed toward really cutting the cost of housing, as far as the 
Government is concerned, and one of the problems that needs to be 
solved is that of focusing intensive research on getting the cost of 
housing lower, the construction costs themselves, in addition to the 
financing. 

There are some builders who have made some progress. There are 
some large corporations who are making research into specific types 
of materials, but there isn’t an overall research program directed at 
the problem of cracking the costs. 

Mr. Wipnatu. Isn’t it harder to crack the costs under a Govern- 
ment program than under a privately supervised program ? 

Mr. Campseti. We are doing research in many fields on the part of 
the Government in order to try to bring costs down. This is particu- 
larly true in the agricultural field, where the Department of Agri- 
culture puts hundreds of millions of dollars into a very worthwhile 
research program which is of value to the farmers and also to the con- 
sumers. I think it would be of value to the Federal Government to 
do more intensive research into the fields of research on construction 
costs. 

Mr. Wipnau. I think you are making a very wholesome sugges- 
tion, but it has always seemed to me in the years I have spent down 
here that in every program we have handled on a Federal level you 
freeze costs in that you can’t break, and they have a tendency to up 
the costs of a project, rather than lower the costs of a project. That 
is all at this time. 

Mrs. Sutiivan. No questions. 
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Mr. Ratys. We would like to ask more questions, Mr. Campbell, 
but we are running short of time. Thank you for appearing, and 
your oe will have the committee’s careful consideration. 

Mr. Campsett. Thank you. 

Mr. i. arns. Our next witness is Mr. Robert Tharpe, of the legisla- 
a committee of the Mortgage Bankers Association, accompanied 

by Mr. Samuel E. Neel, general counsel. 

Come around, gentlemen. I am glad to see you again, Mr. Tharpe. 

Mr. TuHarpe. It is nice to see you. 

Mr. Rartns. Are these the same statements, or are they different ? 

Mr. THarrr. They are slightly different. We attempted to abbre- 
viate, Mr. Chairman, and we have added a few remarks. 

Mr. Rarns. You may use the statement you desire and the other 
statement may be included in the record. 

Mr. Tuarrr. That is what we had in mind. 

Mr. Rarns. All right, you may proceed, Mr. Tharpe. 


STATEMENT OF ROBERT THARPE, PRESIDENT, THARPE & BROOKS, 
INC., MORTGAGE BANKERS OF ATLANTA, GA., REPRESENTING 
THE MORTGAGE BANKERS ASSOCIATION OF AMERICA, ACCOM- 
PANIED BY SAMUEL E. NEEL, OF WASHINGTON, D. C., GENERAL 
COUNSEL 


Mr. TuHarre. My name is Robert Tharpe. I am _ president of 
Tharpe & Brooks, Inc., mortgage bankers, of Atlanta, Ga. I am 
chairman of the legislative committee of the Mortgage Bankers As- 
sociation of America. With me is Mr. Samuel E. Neel, of Washing- 
ton, D. C., who is our general counsel. 

Our mutual friend and president of our association, Mr. John Hall, 
of Birmingham, was extremely anxious to be here but was unable due 
to illness in his family. I am sorry, as I know you are, that he can- 
not be here, for he would very briefly, I feel, have gotten over to you 
the few points we wish to make, and we know you are conducting 
your business on a tight schedule and will try ourselves to be brief. 

We appreciate very much the opportunity of appearing before you 
and discussing with you the very many complex problems facing the 
industry. Mr. Neel and I will welcome answering any questions you 
might have. 

You have before you a copy of our testimony which I am not going to 
read. You also have a copy of our statement of policy on legisla- 
tion affecting real estate financing, which was published in March of 
this year. We ask, if you will, that each of these be incorporated 
in the record of these hearings. This policy statement covers broadly 
the suggestion of our association covering most of the legislation 
being conside red at the prese nt time. 

Mr. Rats. They may be i incorporated at this point. 

(The material referred to is as follows :) 


STATEMENT OF PoLicy ON LEGISLATION AFFECTING REAL ESTATE FINANCING BY 
THER MortTGaAce BANKERS ASSOCIATION OF AMERICA 


FOREWORD 


In Mareh 1953, the Mortgage Bankers Association of America issued, as an 
official document, a statement of principles and recommendations concerning 
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the organization and administration of the Federal Government’s 
agencies and programs. 

This statement enabled representatives of the association to lay before those 
committees of Congress, housing officials, and others with whom representatives 
of MBA had business, a formal presentation of the attitude of the association 
on important questions of the day affecting mortgage finance. 

The statement received widespread attention, and commendation, and usefully 

served its intended purpose. The statement was revised and reissued in March 
of 1956 as a policy statement on housing and housing finance legislation. 
In the 2 years since the publication of the 1956 statement, some of the 
recommendations in the statement have been adopted. Other recommendations, 
though remaining valid, have not received attention. Still others are now 
obsolete. In addition, some new situations have arisen on which a clarification 
of position seems called for. 

In a changing society, concepts offered by a trade association on behalf of 
its members need to be restated from time to time. The present policy sState- 
ment is designed to meet this objective. 


| JOHN ©. HALL, President. 
Marcu 15, 1958. 


housing 





A STATEMENT OF TOLICY ON LEGISLATION AFFECTING REAL ESTATE FINANCING 


The Mortgage Bankers Association of America is dedicated to the continued 
| development of the United States of America through private equity and pri- 
vate mortgage investment in real property. 

The functions of its members are to create a channel through which the 
savings of the people are made available to those who build and develop the 
homes, factories, offices, farms, and ranches that this country requires, and to 
safeguard the repayment of these savings for the benefit of both the savers and 
future borrowers. 

The association considers that the prerequisites to the efficient performance 
of these functions are (a) a free money market and (0) a system of State 
and Federal law that provides appropriately for the protection of saver and 
borrower, but puts no avoidable obstacle in the way of the broadest possible 
distribution of invested savings to the areas of geographic and economic need. 

Notwithstanding these principles, the present body of State and Federal 
statutes affecting real estate finance is at many points ontmoded and badly 
adapted to the needs of an industrial urban economy. Numerous obstacles 
prevent or impede the accumulation and flow of funds for the financing of real 
property. Moreover, Federal measures originally designed to induce a wider 
distribution of mortgage funds have over the years been amended so as to 
become restrictive in their effect. 

In order to serve the objectives to which it is dedicated, the association urges 
action along three main lines. The laws of many of the States need to be 
revised to reduce the cost and risks of mortgage foreclosure and to encourage 
a greater inflow of out-of-State mortgage investment. The Federal tax laws 
need to be amended so as to remove disabilities to equity investment in income- 
producing realty. The National Housing Act and other housing legislation, 
after vears of accrued amendments, need to be renovated so as to provide a 
more efficient and practicable means for insuring mortgages on residential 
property and for aiding the renewal of urban areas. Each of these proposed 
actions will be discussed in some detail hereafter. 

It is the view of the association that, if the policies elaborated in this state- 
ment were carried out, the forces of private enterprise would be so well re- 
leased that the apparent necessity for many forms of positive Government 
ntervention would be removed. 


I. CREATING A VITAL HOME MORTGAGE CREDIT SYSTEM 


Che most critical problems in real-estate finance center on the financing of 
housing. Since an ample supply of good dwelling structures is essential to the 
Nation's social and economic wellbeing, a candid and dispassionate consideration 
of the requirements of an efficiently operating housing market is called for. 

Experience has demonstrated that, basic to all other requirements, is a system 
of soundly underwritten mortgage credit which will make funds available with 
low downpayments and long maturities to a large majority of families in all 
parts of the country. Experience has also shown that the indispensable ingredi- 
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ents of such a system are: (a) a mortgage instrument that provides for complete 
amortization in regular monthly payments; (b) a means of pooling unusual 
risks through mortgage insurance; and (c) a mortgage interest rate that is 
responsive to prevailing financial conditions. 

The first of these requirements, the fully amortizated mortgage, is now uni- 
versally recognized and accepted. The remaining two have been only partially 
realized. 


The place of mortgage insurance 

Although the limitations on loan-to-value ratios imposed on their lending insti- 
tutions by many of the States might be liberalized with safety, sound policy 
would still dictate that, beyond a point, mortgage institutions should reduce 
their exposure by pooling risks. 

The mortgage-insurance system of the Federal Housing Administration was 
designed to accomplish this purpose. At its inception in 1934, FHA offered a 
simple formula for spreading risks, available to all types of lending institutions 
and accessible to all borrowers with good credit standing and ay acceptable 
dwelling property. Though created and operated by Government, its support, 
after it was fully established, was to be provided by the borrowers who used the 
system; and any accumulation beyond adequate reserves was to be repaid to 
them. It was clearly understood that the interest rate was to be a readily 
marketable rate, since the purpose of the insurance was to broaden the market 
rather than impose restrictions upon it. 

FHA has long since attained financial self-sufficiency and is today free of all 
but the most remote liability to the Federal Treasury. Nevertheless, it has more 
and more been treated as if it were a direct Government operation rather than 
an instrument for the general advantage of the private home market from 
which it derives its sole support. 

As a consequence of successive amendments, the original concept of a nondis 
criminatory, impersonal market mechanism has been much clouded, to the im- 
pairment of FHA’s efficient operation and its potential usefulness. Nevertheless, 
the original concept of FHA remains the best basis on which to recreate a 
sound and practical mortgage-insurance system. What is needed is not a new 
system nor a supplementary system but a renovation of a system that has 
developed operating experience, financial strength, and the confidence of industry 
over nearly a generation. 

To the end of restoring and revitalizing the original concept of mortgage insur- 
ance, the Mortgage Bankers Association offers these recommendations. 

(1) That the Federal Housing Administration be reorganized as a federally 
chartered mutual insurance corporation administered through a Board of Trustees 
appointed, with staggered terms by the President and by officers appointed by 
the trustees. 

(2) That FHA be made fully accountable for its operations directly to the 
President and to the Congress. 

(3) That FHA continue to be required to provide for its administrative ex- 
penses and reserves from its income from fees, charges, and premiums, but that 
it be freed from specific annual fixed budget authorizations and be permitted 
flexibility, within its previous years’ income, in accommodating its administra- 
tive outlays to the varying demands for its services. 

(4) That a study be made to determine a more effective and equitable method 
of returning to mortgagors FHA’s earnings in excess of expenses and reserve 
requirements. 

(5) That the FHA insurance system be revised to consist of 1 simplified formula 
for 1- to 4-family houses, 1 for rental housing, and 1 for cooperative housing, and 
that FHA be given wide latitude within each formula to meet the broadest pos- 
sible economic range of demand. 

(6) That all special forms of mortgage insurance or guaranty be eliminated 
or be allowed to end without further extension. 

(7) That FHA be authorized and directed to adjust its mortgage-insurance 
premiums in accordance with its estimate of the risk assumed in the various 
types of mortgage-insurance transactions, taking into consideration the record 
of its 24 years of experience. 

(8) That the dollar limits on the FHA insurance authorization be removed 
and the amount of insurance written be limited only by an appropriate ratio to 
reserves. 
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(9) That the applicability of the certified agency plan recently put into effect 
by FHA, or some other plan embodying the same principles, be rapidly extended. 

(10) That the regulation of interest rates and discounts on FHA loans be dis- 
continued. 

The accomplishment of these reforms should provide a mortgage-insurance sys- 
tem of broad usefulness and great flexibility, readily adaptable to the changes in 
the demand for housing and in the supply of funds, and capable of meeting the 
challenge imposed by the rapid growth and changing characteristics of our cities. 
The veterans’ home-loan-guaranty program 

In its 1956 statement of policy, the association proposed a 3-year extension 
of the home-loan-guaranty program for veterans of World War II in order to 
allow time for an orderly transition to a single mortgage-insurance system under 
FHA. Instead, the Congress enacted a 1-year extension but so rigidly restricted 
mortgage yields that current market conditions have almost completely nullified 
the effect of the extension. Meanwhile, the terms for FHA insured mortgages 
have been sufficiently liberalized to offer an adequate means for meeting the mort- 
gage needs of those who have not yet exercised their privileges under the Service- 
men’s Readjustment Act. The association considers the use of the FHA program 
to be more desirable than a further extension of benefits for War II veterans. It 
is recommended : 

(11) That the VA home-loan-guaranty program not be extended for veterans 
of World War II beyond its present termination date. 

(12) That, with respect to the program for veterans of the Korean war for 
whom the program does not terminate until January 31, 1965, the regulation of 
interest rates and discounts be discontinued. 


A special means for broadening the market 

Remoteness from the centers of mortgage activity has always created diffi- 
culty in providing adequate mortgage funds for home buyers in small towns and 
cities. Difficulty has also frequently attended the efforts of members of minority 
racial groups, even in larger places, to obtain the consideration generally avail- 
able to other classes of borrowers. 

Not until the voluntary home mortgage credit program was created in 1955 
at the instance of the mortgage investing institutions of the country did a prac- 
ticable method exist for overcoming these difficulties. In spite of the disabilities 
under which the insured and guaranteed mortgage systems have labored during 
the intervening years, the usefulness of the program and the advisability of its 
continuance have been fully demonstrated. 

Therefore, in the interest of the broadest possible service to the prospective 
homebuyers throughout the country, the association recommends: 

(13) That the voluntary home mortgage credit program be continued as a 
permanent feature of the Nation’s home-mortgage system. 


The need for modernizing State legislation 


Supplementary to the establishment of an effective mortgage-insurance system, 
and important to minimizing the risk and cost of the mortgage operation and 
widening its geographic and economic scope, the association urges that, unless 
they have already done so, States modify their laws in accordance with the 
following recommendations: 

(14) That less costly mortgage foreclosure procedures be achieved, by (a) 
the reduction of advertising costs, (0) the simplification of court procedures 
now involving costly legal expense, and (c) the elimination or reduction of re- 
demption periods for forfeited urban property. 

(15) That, for fully amortized conventional mortgage loans, higher loan-to- 
value ratios be authorized than the customary 6624 percent to which State 
supervised institutions are now usually limited. 

(16) That mortgage investment by out-of-State financial institutions, inelud- 
ing pension funds and trusts, be facilitated by providing that the making of 
mortgage loans, the pursuit of remedies under foreclosure proceedings, and the 
holding, or selling of property as the result of foreclosure do not constitute 
doing business in the State under the meaning of statutes relating to foreign 
corporations. , 
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II. ENCOURAGING EQUITY INVESTMENT IN REAL ESTATE 


The unbalanced relationship in the production of dwellings for sale and for 
rent, the difficulties that have beset the FHA rental housing insurance operation, 
and the slowness with which urban redevelopment is taking place are all in 
large measure attributable to the present unattractiveness of equity investment 
in income-producing property. Nothing could be more helpful in reducing the 
pressure for unsound mortgage insurance programs and in eliminating the 
excuse for direct governmental lending for housing purposes than an increase 
in the availability of true equity investment in rental property. 

The cause of the lack of equity funds for rental housing is the relatively low 
potential yield to be obtained under present circumstances from a rental hous- 
ing investment—especially one in a moderate rental category. At best, a rental 
property of this character is not likely to throw off a greater return after 
depreciation (by the straight line method—and it will rarely earn enough to 
make any other depreciation formula applicable) than 6 to 7 percent. Unless 
the property is owned directly by an individual or a partnership, the income 
will be subject to a tax up to 52 percent, which may reduce the maximum yield 
to less than 3 percent. This is true whether the ownership is in the form of 
a corporation or an investment trust. Ownership by individuals or a partner 
ship is not often practical where a large undertaking is involved. 

By contrast, the income from capital pooled in security investment trusts is 
not subject to an income tax to the trust entity. These trusts, which have had 
a phenomenal growth during the past 20 years, are able to obtain capital at 
rates of return well within the earning capacity of moderate rental apartment 
property. If security investment trusts, the assets of which now amount to 
approximately $10 billion, are so successful in attracting savings, it may be 
expected that trusts invested in income-producing real property could prove 
similarly attractive at a comparable rate of return. 

However, the Internal Revenue Act discriminates against real-estate invest 
ment trusts by refusing to allow the same “conduit” tax treatment permitted 
to security investment trusts. Instead, it subjects them to the full corporate 
income tax. Consequently the trust. as a means of pooling the funds needed 
for equity capital becomes no more effective than the corporation. 

As the one promising means available for breaking through this basic ob 
stacle to a sound expansion of rental housing activity, the Association 
recommends : 

(17) That the Internal Revenue Act be amended to provide that real-estate 
investment trusts be permitted to pass through to their beneficiaries income 
received from real-estate equities or mortgages in the same manner that secu 
rity investment trusts pass through income from stocks and bonds, 


III. PROVIDING A SOUND SECONDARY MARKET FACILITY 


If the above recommendations were put into effect, the existing institutions in 
the private market might confidently be expected to meet the requirements for 
mortgage credit in a broader and more continuous manner than is now possible. 

With pension funds drawn into the mortgage orbit, and with real-estate in 
vestment trusts able to function competitively, the institutional framework would 
exist for a broad and efficient system of real-estate finance. 

There remains the question of the extent to which a special source of reserve 
secondary credit may be desirable. In 1953, the President’s Advisory Committee 
on Government Housing Policies and Programs concluded that there was a place 
for an instrumentality that could deal in insured or guaranteed mortgages. It 
agreed that, by buying and selling these mortgages, such an instrumentality could 
help to even out the seasonal and cyclical variations in the availablity of mort- 
gage funds, with particular reference to areas remote from the main centers 
of capital supply. 

The Mortgage Bankers Association concurs in this finding. It agrees that, 
if operated with restraint and with charges high enough to discourage its misuse, 
a secondary market facility can be an appropriate means for relieving private 
lenders from extreme financial losses and from preventing building activity from 
euffering a sudden withdrawal of credit. 

There is danger, however, that builders and mortgage lenders may be en 
couraged by the availability of a relatively painless method of escape from their 
own indiscretions to proceed with substantial operations in advance of obtain 
ing firm commitments from investors. Such a misuse of the facility will result in 
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an infusion of short-term credit into the mortgage system that, under some cir- 
cumstances, may have serious inflationary effects. The association therefore 
accepts the principles that: (@) a secondary market agency should always exact 
some penalty in order to prevent its misuse and overuse, (0) it should not be used 
to support an artifically low level of mortgage interest rates or inherently 
unmarketable mortgage programs, and (c) it should involve no continuing claim 
on the Treasury, but should provide for its support and ultimate ownership by 
those who benefit from it. In line with these principles, the association asserts 
its conviction that the first prerequisite to a sound secondary market instru- 
mentality is the achievement of a sound mortgage insurance system operated 
freely in a free financial inarket. The association further recommends: 

(18) That, to assure the independence of its operation from the mortgage in 
suring agency and the appropriate relationship of its operation to the fiscal and 
credit policies of the Federal Government, the Federal National Mortgage Asso- 
ciation be reconstituted as a corporate body under the general jurisdiction of the 
Treasury and under the management of a specially appointed board of director 
who shall hold no other public office. 

(19) That the powers of Federal National Mortgage Association be limited to 
its secondary market function, and that it not be restricted by statute in establish 
ing the prices at which it will conduct its transactions 

(20) That the standby character of the instrumentality be maintained by its 
purchase of mortgages only at a discount and by requiring that its stock be 
acquired by all who sell mortgages to it. 

(21) That any policy of providing options for the repurchase of mortgages 
by the sellers thereof be limited in total amount to FNMA’s estimate of the growth 
of savings in mortgage lending institutions within a 9-month option period. 

(22) That the financing of FNMA’s operations be limited to the sale of stock 
and to the issuance of debentures in the private market, and that no direct bor 
rowing from the Treasury be authorized. 


IV. RECOGNIZING THE IMPORTANCE OF URBAN RENEWAI 


The Mortgage Bankers Association is aware of the drastic modifications in the 
patterns of urban real estate investment that are being brought about by changing 
modes of living, new techniques in the manufacture and distribution of goods, 
and the increasing dominance of motor vehicular transportation. It is convinced 
that large scale urban replanning and renewal is essential to the growth and 
development of healthy cities and sound metropolitan areas. It also believes that 
the pace of urban-renewal activities must be greatly increased over the present 
rate of progress if the rapidly mounting problems of our urban communities are 
to be met. 

The association recognizes that the development of an effective program of 
urban renewal is an appropriate concern of all levels of Government and must 
have the support and guidance of an alert citizenry. For the long view, however, 
it urges that equitable means be sought for diminishing rather than increasing 
the role of the National Government in urban affairs. Consequently, in respect 
to urban renewal, the association’s recommendations have a twofold objective 
First, they are aimed at increasing the efficiency of the existing governmental 
activities related to urban renewal. Second, they seek practical means of coping 
with the problems of our urban areas through an increase in the respousibilit) 
and competence of local government and a corresponding withdrawal of Feder:! 
participation. 

In this, as in the other areas of the public interest, the association stresses 
the importance of adequate incentives to private investment and fuller reliance 
on market forces as prerequisites to a successful operation. The earlier recon 
mendations in this statement are as essential here as in the context first stated 
Only when the obstacles now existing to real-estate investment are removed and 
the mechanisms for investment improved so as to release the forces of private 
initiative will it be possible to contemplate real progress toward the objectives 
of urban renewal. 

Aside from these underlying problems, the urban renewal program has been 
characterized to date by an overconfidence in the efficacy of Federal agency 
planning, and by an underconfidence in the imagination, ingenuity, and compe 
tence of local agencies and private entrepreneurs. It has been weighted down 
by intricate requirements and involved procedures that delay action, increase 
cost, and discourage participation. It cannot cope with growing demands with- 
outa reorientation of attitude and a simplification of process. 
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In respect to the urban renewal operation, as embodied in title I of the Housing 
Act of 1949, as amended, the association offers the following proposals: | 

(23) That the Federal agency be authorized to enter into contracts for loans 
and grants to local authorities when it has received appropriate evidence of 
compliance with the “workable plan” provisions of the statute, which should 
be amended to require evidence of coordination between the local city planning 
authorities and the highway planning authorities; and that it cease to involve 
itself with the details of rehabilitated or new uses of the affected areas, leaving 
these solely to the joint concern of local authorities and private entrepreneurs. 

(24) That local authorities be urged to assemble land prior to the detailed 
determination of its reuse and the selection of its redevelopers. 

(25) That the technique which has proven so successful in the Voluntary Home 
Mortgage Credit Program be applied to the financing of insured mortgages in 
urban renewal areas: 

(26) That provision be made for a gradual reduction of the Federal Govern- 
ment’s contribution for the purposes of urban renewal, parallel with provisions 
of corresponding sources of revenue through either general Federal tax reduc- 
tions or the abandonment of specific forms of Federal taxation. 

(27) That, notwithstanding the frequent desirability of completely clearing, 
replanning, and rebuilding blighted urban areas, consideration be given to the 
attainment of urban renewal objectives through the restoration of existing struc- 
tures and neighborhoods in the interests of economy and of the minimization of 
social disruption. 


V. SUPPORTING A SOUND FISCAL AND MONETARY POLICY 


The Mortgage Bankers Association considers that the exercise of fiscal and 
monetary management constitutes the most appropriate means by which the 
Central Government may intervene to maintain the balance of a free economy. 

As applied to the operations of its members, the association recognizes that 
well-timed and well-administered fiscal and monetary measures will result in 
rarying degrees of stimulus and restriction; and it accepts these variations in 
the supply of mortgage funds as necessary and reasonable. At the same time, 
it opposes Government actions which peculiarly overrestrict, overstimulate, or 
result in disadvantageous competition in the private mortgage market. It will 
continue to direct its effort to the creation of conditions that will promote a free 
mortgage market within a free financial market, all elements of which are as 
equally as possible exposed to the impersonal and indiscriminatory impact of 
fiscal and monetary policy. 

The recommendations previously made in this statement contribute to these 
objectives, especially those calling for the end of governmentally administered 
interest rates and discounts on insured or guaranteed mortgages, the elimination 
of inequitable tax incidence on certain methods of investing in real-estate equi- 
ties and mortgages, and the maintenance of the emergency character of any 
governmentally sponsored secondary market facility. The association empha- 
sizes the inherent relationship of these recommendations to a sound general 
eredit policy. 

In the furtherance of the same objectives, the association considers that legis- 
lation is undesirable which commits future administrations and Congresses to a 
long series of payments which are beyond review or modification to conform to 
the changed needs or attitudes of a later time. Examples of this type of legis- 
lation are the legislation authorizing contracts for public housing and urban 
renewal. The association therefore recommends: 

(28) That legislation relating to obligational authority be reviewed with the 
purpose of assuring wider and more effective scope for the future exercise of 
fiscal management. The association’s recommendation No. 24 in connection with 
urban renewal would to some extent serve the objectives of this recommendation 
by speeding the time between contract and payment and by leaving the rebuilding 
operation itself more subject to the influence of general credit policy. 

(29) That additional programs of a type binding future Congresses to 
appropriate without discretion be avoided. 

A common means of defeating the aims of fiscal and credit policy is the 
establishment of programs of direct governmental lending that are removed from 
the influences brought to bear on the private financial market, but that, instead, 
act to interfere with and compete with the flow of funds for private investment 
purposes, especially in a time of stringent credit. These programs are numerous, 
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and the tendency with each session of Congress is to add new ones and expand 
old ones. A specific example is the program of direct Government loans for 
veterans’ housing. Another is the direct lending program for college housing. 
Both of these have been expanded each year since their inception. The objectives 
of these programs are laudable, but their claim on the Federal Treasury is no 
greater than could be demonstrated for numerous other social needs. Each 
expansion argues for a further expansion as well as for the extension of the idea 
to other areas. Whenever money is made available at rates of interest below 
the market rate, there is no practical end of the demand that will be created. 

The association believes that, if the program of the Federal Housing Admin- 
istration were reestablished and broadened as previously recommended in this 
statement, with authority to insure almost any type of loan and to adjust insur- 
ance rates in accordance with risk, many of these special needs might be met 
through a program of mortgage insurance without the requirement for an alloca- 
tion of Federal funds. 

The association recommends : 

(30) That the Federal Government pursue a policy of avoiding the creation 
or expansion of direct lending and of seeking means of drawing private invest- 
ment soundly into the areas for which public funds are sought. 

(31) That, so long as direct lending programs are continued, they bear rates 
of interest which fully reflect the cost of money to the Treasury and the admin- 
istrative expense incurred by the Treasury. 


VI. MEETING THE NEED FOR BETTER DATA 


In a complex economy, effective planning by both business and Government 
requires an adequate flow of information on economic conditions. Notwithstand- 
ing the vital role that they play in economic and legislative policy, the areas of 
construction and real estate finance have been badly neglected. The collection 
and dissemination of such information for the benefit of the legislative and 
executive branches of Government and the interested public, is an appropriate 
function of the Federal Government. Consequently, the association recommends: 

(82) ‘That Congress provide more adequate funds for the conduct and publica- 
tion of statistical surveys on construction activity, mortgage lending activity, 
and sources of investment funds. 





STATEMENT OF ROBERT THARPE, REPRESENTING THE MORTGAGE BANKERS 
ASSOCIATION OF AMERICA 


Mr. Chairman and members of the subcommittee, my name is Robert Tharpe. 
I am president of Tharpe & Brooks, mortgage bankers, of Atlanta, Ga. I am 
chairman of the legislative committee of the Mortgage Bankers Association of 
America. With me is Mr. Samuel EB. Neel, of Washington, D. C., who is our 
reneral counsel, 

We are very happy to appear before you and participate in the discussions of 
your subcommittee which are being held to consider various bills affecting 
honsing. 

As I stated to the Senate subcommittee when I appeared before them on 
May 22, most of the proposals incorporated in the various bills before your 
subcommittee have, in one form or another, been considered by the association 
in the past. Rather than discuss each bill today and the association’s position 
on each legislative proposal, I would like to refer the subcommittee to a state- 
ment of policy on legislation affecting real-estate financing which was published 
by the association on March 15 of this year. I have brought copies of this state- 
ment for each member of the subcommittee. This policy statement sets forth 
the suggestions of the association on various legislative proposals and subjects 
for legislation. The subcommittee will find that most of the subjects covered 
by the bills now before the subcommittee, or at least most of the proposals 
embodied in the bills, are discussed in this policy statement. Since the state 
ment contains the recommendations of the association on all these matters, I 
would like to refer the subcommittee, if I may, to that statement for a complete 
analysis of the various subjects discussed, and I would like to ask that it be 
incorporated in the record of this hearing. 

There is, however, one proposal before the subcommittee which I would like 
to discuss briefly. This relates to the proposal! involved in H. R. 10637 to create 
a Home Loan Guaranty Corporation. 
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We realize the details regarding this proposal in H. R. 10637 differ to some 
extent from those recommended by the Housing Subcommittee of the Senate 
Banking and Currency Committee. Our remarks, however, are applicable 
equally to either draft of the proposal. 

We have discussed this proposal with various officials of the savings and 
loan industry from time to time in the past and we have pointed out to those 
officials first, that the Mortgage Bankers Association of America questions 
whether any new system is needed at the present time; and, second, that we do 
not believe any new home loan guaranty sytem should be established unless it 
is available to all segments of the financing industry on an equal basis and 
unless certain safeguards for the protection of borrowers are provided. 

The proposed plan as embodied in H. R. 10687 (or in the proposed Senate sub- 
committee version) does not meet these requirements. In the Senate version 
the plan is limited solely to members of the Home Loan Board System and in 
the version of H. R. 10637, the new program would benefit savings and loan 
associations far more than any other type of lending institution. For example, 
the net-worth requirement for nonmembers of the Home Loan Bank System are 
unduly high. While a minimum of $100,000 capital may, under some circum 
stances, be undesirably low for a system that places all responsibility on the 
originating and servicing institution, many competent and responsible mortgage 
companies have a net worth of less than 1 percent of the amount of mortgages 
serviced. Thus, under the proposal almost all mortgage companies would be 
eliminated in qualifying for the benefits of the system. 

Further, the stock-purchase requirements of the bill would operate so as to 
exclude most nonmembers of the Home Loan Bank System. Any stock-purchase 
requirements, in our opinion, should be related to the volume of mortgages insured 
under the system rather than to the capital structure or servicing account of the 
participant. 

Also, all participants, whether or not they are members of the Home Loan 
Bank System, should be required to purchase stock in relation to the volume of 
mortgages insured and all participants should meet the same requirements 
for stock purchase. Under the present proposal savings and loan associations 
would not be required to purchase. If all participants purchased stock at the 
time their mortgages were insured, the initial subscription by the home loan 
banks could be in the nature of preferred stock which could be retired as the op 
erations of the system became profitable. 

Until, or unless, the proposal is revised so that it is usable by all segments of 
the industry, the Mortgage Bankers Association of America believes that it 
would be a mistake for the Congress to pass this legislation. 

We should also like to make the point that the Congress should not authorize 
any new system of mortgage insurance unless certain safeguards are included 
for the benefit of borrowers—the most important of these safeguards in our 
opinion being some form of minimum property requirements and some form 
of independent appraisal of the property. 

We call to the subcommittee’s attention that from the inception of the FHA 
and VA programs Congress has incorporated such features as “essential in- 
gredients” of any program involving participation by the Government, directly 
or indirectly, in the form of an express or implied contract of insurance or 
fsuaranty. 

These protections have done much to raise the standards of housing available 
to citizens of moderate means, to assure that the proposed mortgagor has the 
benefit of independent advice as to the value of the property, and to assure the 
Government instrumentally insuring or guaranteeing the loan that the loan 
does not exceed the authorized ratio of loan to value—value which is not 
determined by the concern making the loan. 

Any program which requires an act of Congress to become effective and for 
which Congress must thus have some degree of responsibility should incorporate 
these provisions. 

Until and unless this proposed legislation incorporating the Home Loan 
Guaranty Corporation contains a guaranty that such provisions for the protec- 
tion of borrowers will be an integral part of the program, we believe it would 
be a mistake for Congress to pass this legislation. 

At the very least, because of the many deficiencies in the present proposal— 
both the one before this subcommittee and the one recommended by the Senate 
Housing Subcommittee—we strongly urge this subcommittee to defer any action 
on this proposal until after the Senate subcommittee has had an opportunity to 
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make the further study and recommendations it has been directed to make by 
the Senate Banking and Currency Committee. 

Finally, the association wishes to suggest to the subcommittee that it con- 
sider another proposal which is included as section 704 (a) of S. 4035, and which 
was originally suggested by this association. We realize this proposal is now 
before the House Committee on Veterans’ Affairs as section 2 (b) of H. R. 
13014, introduced on June 18 by Mr. Teague, but since it is also a part of S. 
4035 before this subcommittee, we thought our remarks should be a part of this 
statement. 

Very recently the Federal Housing Administration has put into effect a 
program known as the certified-agency program. Under this program, which 
this association is enthusiastically supporting, mortgage companies, which are 
FHA-approved mortgagees, and which have a net worth of at least $100,000, 
may, after application and investigation, with approval by the FHA, be desig- 
nated as certified agents of the FHA for the purpose of initiating and process- 
ing loans which are to be insured by that Administration. These properties 
must, of course, meet FHA standards and there is an independent appraisal of 
value. 

Although this program is just beginning, it could very well turn out to be the 
most important advance that the FHA has made in many years, because it 
enables properly qualified and supervised mortgage companies to render much 
better service to borrowers and it avoids much of the processing delays which 
now take place before a loan can be insured by the FHA. 

The FHA is carefully supervising this program, and to date the operations 
under it have been completely satisfactory. However, the benefits of this kind 
of operation are not available to veteran borrowers who wish to do business 
through mortgage companies, since the provisions under which a veteran’s home 
loan can be automatically guaranteed limit the institutions which can use that 
system to companies which are supervised by a Federal agency or by a State 
agency. (Mortgage companies are not considered to be so supervised. ) 

It is our belief that service which can now be rendered by certitied agents 
of the FHA to nonveteran borrowers should be made available to veteran bor- 
rowers. This can be done if section 500 (d) of the Servicemen’s Readjustment 
Act of 1944, as amended, is amended as provided in section 704 (a) of S. 4035. 


Mr. THarrr. Our prepared testimony goes a little more into detail 
covering specific proposals. The first one covered is H. R. 10637, a 
proposal to create a Home Loan Guaranty Corporation. 

In that, we point out our feeling that no new system is needed at 
the present time. We feel that the FHA system which is available 
to all segments of the industry on an equal and impartial basis is 
adequate. It offers to all alike an opportunity to make insured loans 
with extremely low downpayments for long terms. Its quarter cen- 
tury of experience has brought forth improved housing standards 
and opened the door of home ownership to many, many millions of 
American families. It has done an outstanding job for our country 
and is on the threshold of doing an even greater job by taking advan- 
tage of the long experience gained, not only by its staff but the wide 
experience of its mortgagees. It has shortcomings which we recog- 
nize, but when we discover termites in our home we don’t build a new 
one—we treat the one we already have. 

In connection with the desire of one segment, and one segment 
alone, of the home financing industry, to create a new plan, I feel we 
need to stop and ask ourselves the question : “Why do they want it?” 

The basic answer which seems to be apparent under the present 
rules of the Home Loan Bank Board, the members of that System 
can now make loans up to 80 percent of appraised value. Therefore, 
what they are proposing in the present legislation is the authority 
to make loans up to 90 percent, and the creation of a new Guaranty 
Corporation in order to provide the insurance that they feel is neces- 
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sary before their institutions will be willing to make such loans, but 
at the same time they are saying to the Congress: “Please authorize 
a Government instrumentality to provide the imsurance that will help 
our member institutions make these loans with extra high ratio of 
loan to value.” ‘They have also, in effect, said to the Congress: “We 
wish to be completely free from any real restrictions in making these 
loans.” 

Until the draft of the legislation which was proposed before this 
subcommittee last week, they have insisted upon freedom from any 
control over the maximum interest rate which will be charged. They 
have insisted upon no minimum property requirements being impose vd 
and they have eatitedl on their right to make their own appraisals. 

It is in these very fields that we feel FHA has done such an out- 
standing job protecting the borrowing public. Any new system 
established should provide in no uncertain terms the same safegaurds 
which long years of experience have taught FHA to require. 

It is our understanding that the savings and loan industry has now 
recommended alterations of the proposal to meet some of the object ions 
mentioned in our prepared testimony. Obviously, our testimony was 
prepared long in advance of today’s meeting. However, even the new 
propos: als of the sav ings and loan associations do not really provide the 
safeguards we are ts alking about. The new proposal does, for example, 
authorize the Home Loan Bank Board to set up practices to stand- 
ardize methods of valuation, but nowhere does it state that the 
appraisal of the property should be made by a properly qualified 
independent appraiser, nor is it anywhere specified that the basis of 
this appraisal should be on any particular minimum standards of 
construction. At the very least, therefore, this section of the proposed 
bill should be strengthened to require that the appraisal on the basis 
of which the loan is proposed to be made should be made by an inde- 
pendent source which has no relation or connection with the institution 
making the loan and it should require that the appraisal be based upon 
minimum construction requirements of the FHA for the type of 
property on which the loan will be made. 

Furthermore, while the proposal now states that the Home Loan 
Bank Board “may” issue regulations allowing nonmember institutions 
to make use of the program, this is no guarantee either that the Home 
Loan Bank Board will take such a step or that there will not be some 
discrepancy between the terms upon which the System is available to 
members and to nonmembers. Therefore, the bill should, at the very 
least, not “permit” but “require” that the Home Loan Bank Board 
make the facilities of the new System available to nonmember insti 
tutions on terms which are no less favorable in any respec: to those 
which govern the operations of member institutions. 

Our friends are suggesting changes so fast that it is difficult to 
keep our statement updated. This leads us to believe the Senate 
Banking and Curre ney Committee very wisely returned to their sub 
committee a similar proposal for additional study. 

So much for H. R. 10637. 

The associ: ition Ww ishes to suggest to the subcommittee hat it. « con- 
sider another proposal which is included in section 704 (a) of Senate 
1035, and W hic h wis or iginally ¢ uggested by this ASSOC! ition. 
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We realize this proposal is now before the House Committee on 
Veterans’ Affairs as section 2 (b) of H. R. 13014, introduced on June 
18 by Mr. Teague, but since it is also a part of 8. ‘4035 before this sub- 
committee, we ‘thought our remarks should be a part of this statement. 

Very recently the Federal Housing Administration has put into 
effect a program known as the certified agency program. Under this 
program, which this association is enthusiastically supporting, mort- 
gage companies, which are FHA approved mortgagees, and which 
have a net worth of at least $100,000, may, after application and 
inv estigation, with approval by the F H. \, be designated as “certified 
agents” of the FHA for the purpose of initiating and processing loans 
which are to be insured by that Administration. These properties 
must, of course, meet FHA standards and there is an independent 
appraisal of “value.” 

Although this program is just beginning, it could very well turn 
out to be the most important advance that the FHA has made in many 
years, because it enables properly qualified and supervised mortgage 
companies to render much better service to borrowers and it avoids 
much of the processing delays which now take place before a loan 
can be insured by the FHA. 

The FHA is carefully supervising this program and to date the 
operations under it have been completely satisfactory. However, the 
benefits of this kind of operation are not available to veter an borrowers 
who wish to do business through mortgage companies, since the pro- 
visions under which a veteran’s home loan can be automatically guar- 
anteed limit the the institutions which can use that system to com- 
panies which are supervise «Ll by a Federal agency or by a State agency. 
Mortgage companies are not considered to be so supervised. 

It is our belief that service which can now be rendered by certified 
agents of the FHA to nonveteran borrowers should be made available 
to veteran borrowers. This can be done if section 500 (d) of the 
Servicemen’s Readjustment Act of 1944, as amended, is amended as 
provided in section 704 (a) of S. 4035. 

Finally, we do not feel any legislation is needed in the field of 
creating a moratorium on interest and principal payments on FHA 
and VA mortgages. We are preparing a memorandum on this which 
we would like to be allowed to submit to the committee later on. 

That completes our testimony, Mr. Chairman, and Mr. Neel and 
I would be very happy to attempt to answer any questions you have. 

Mr. Rains. This section, Mr. Th: arpe, In which you refer to H. R. 
13014, introduced by Mr. Teague, that is a part of the Senate bill; is 
that right? 

Mr. THarrr. Yes, it is. 

Mr. Rats. Actually, this committee does not have jurisdiction on 
veterans’ affairs. It was wrapped up in the Senate bill, which I as- 
sume ae come to us in conference. If that language is in the Senate 
bill, I assume that the Senate must have decided to write part of 
Mr. Teague s bill in, and the only time that will be before us—there 
will be nothing in our bill concerning it, because we really don’t 
have jurisdiction, but the only time that will get to us, I assume, would 
be in conference, and until then we can’t say too much about it because 
the point of order would lie against us putting something like that in 


the bill. 
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I think it is a good idea, however. I note in your testimony—and 
you put your finger right on the items in the so-called loan-guaranty 
program—that this ought to be open to al] lenders in the mortgage 
field ¢ 

Mr. Tuarre. On an equal basis. 

Mr. Rarns. Yes; and secondly, there ought to be some minimum 
property standards and appraisal methods in the bill; and third, 
there must be some regulation and control of reasonable interest rates ; 
isn’t that about the three things that you say / 

Mr. Tuarrr. That is about the sum and substance of it. 

Mr. Neeu. I think it important, Mr. Chairman, in connection with 
the appraisal, to be sure that this appraisal is made by a qualified 
independent appraiser. 

Mr. Ratns. That suits me fine. Of course, it must be made by 
them, but at the same time we find ourselves going and coming. We 
are now all supporting heavily the CAP program and they are mak- 
ing them in my hometown just by appraisers such as we used to have 
for the VA program under the CAP program. What do you think 
of that ? 

Mr. Neeu. May I answer that ? 

Mr. Tuarpr. Go ahead. 

Mr. Nee. It is true, and we are in favor of the CAP program. I 
think the distinction is this: Under the CAP program that ap- 
praisal is made by an appraiser who has been determined by FHA to 
be qualified in his field, and who, of course, has no connection at all 
with the organization which proposes to make the loan. Now, this 
is the point, really, that we wanted to make. I personally feel that the 
CAP program probably will be more useful, not only to us but to 
the savings and loan associations, even, than this new program if you 
enact it, because it does get into all communities, it does practically 
eliminate the—I don’t say redtape, but the intricacies of the FHA pro- 
gram which the savings and loans complain about. 

I am interested to note, and I thought you might be interested in 
these figures, that as of June 30, out of 1,063 certified agents that had 
been appointed by FHA under this new program, 159 of them are 
mortgage companies, but 213 of them are savings and loan associa- 
tions. The balance of 701 are commercial banks, and therefore in 
many respects the savings and loans are beginning to take advantage 
of the FHA in a manner they never had before which again leads us 
to question about whether the CAP programs wouldn’t really be 
much more useful to them than this new program and offer much 
more protection to the borrowers. 

Mr. Ratns. There is no doubt if they put the CAP program actually 
into operation as it is envisioned, that it can be the greatest step for- 
ward FHA has had. I have been the chairman of this subcommittee 
for a good many years now and there have been fewer FHA loans 
made in my hometown of 80,000 people than any place I know, and the 
reason being that people, first of all, didn’t want to fool with all of 
the intricacies that go with it. So I think the CAP program has 
great, possibilities. I also agree that whoever does the appraisals 
under this program, if it is put in, must be some thoroughly com- 
petent appraiser designated by some thoroughly competent agency. 

It is my judgment that the main interest that we have, which is to 
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try to get, first of all, protection for the purchasers and the bor- 
rowers; secondly, to see to it that the funds invested in federally 
chartered savings and loan associations and States, for that matter, 
because of the insurance, are protected; and third, to try to get the 
money out for home financing to as many places as we can on reason- 
able terms, and I am quite sure that that is the basis back of the pro- 
posed program. 

I recognize the fact that it needs some dressing up in order to at- 
tain it at the various places. You made a good statement, and I ap- 
preciate your coming. 

Any questions ¢ 

Mrs. Sutivan. None from me, thank you. 

Mr. Wipnatu. Mr. Chairman, just a couple. 

Mr. Tharpe, I certainy agree with the statement that the chairman 
just made in commenting on your testimony and also the proposals 
embodied in 10637. I am particularly interested in your testimony 
because practically every letter that I have had against this home loan 
guarantee program has come from a member of the Mortgage Bankers 
Association. As I conceive the opposition, most of it seems to come 
because you feel that there would be unfair competition under the 
original proposal, and other lending organizations would be excluded 
from the program. 

I am sure what will eventually come out of this committee, if we 
approve the proposal, will be something that will permit participation 
of all lending associations. I am also interested in comments about 
inspection because I remember only too clearly just a couple of years 
ago on one block in Hillsdale, N. J., there was a development where 
there were FHA loans, VA loans, and conventional loans. I remem- 
ber the inspection was far better under the conventional loans, the final 
job done far better than under either the FHA or the VA programs. 
We had many reports coming in from that one block, and I know that 
the lending institutions that made the conventional loans were very 
much interested in seeing that theirs was a sound loan, and they didn’t 
feel they could wash their hands of it and pass the responsibility on to 
the Government. 

So I think that we could strengthen this proposal if we are going to 
get a Government guarantee into the picture by having qualified ap- 
praisals. I would think that your suggestion on that point certainly 
has merit. I appreciate the fact that you have come before us and 
given us your help. 

Mr. Newt. Mr. Widnall, may I make one comment on that? In 
addition to having the independent appraisal, it is important that they 
make their appraisal on the basis of some common standard of con- 
struction. There is a great variety in the appraisals made on conven- 
tional loans, and to the extent a man is investing his own money, he 
should be able to have whatever standards he wishes. But when you 
have Government backing, the standards by which the appraiser works 
are important, and that is the second important half of it, and this is 
where the FHA has done such a tremendous job, because here you have 
standards that are known throughout the country, and when an ap- 
praiser makes an estimate of value it is in relation to those standards, 
and I think that part of it ought to be emphasized also. 
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Mr. Wipna.t. I think this should be said, as far as the savings and 
loan associations are concerned. Certainly, from my own contact with 
them, throughout my own district, they have done a tremendous job 
in evaluation of property and seeing that the property built measured 
up to good specifications, measured up to good building standards. 
Those of us who have had contact with them in that field know that in 
offering this program they are offering something that is trying to 
correct some of the abuses that have taken place in recent years with 
respect to balloon-type second mortgages, and that is something I 
think that we on the committee are all keeping in mind. We don’t want 
to see that practice continue. A lot of people have been hurt, and hurt 
badly, in the purchase of a home. 

Mr. Neeu. I certainly agree as to the evils of second-mortgage financ- 
ing, Mr. Widnall. 

Mr. Tuarrr. I think if we could give the CAP program an oppor- 
tunity to see what it can do, I think we will all be amazed as to the 
success of it. It hasn’t had a fair trial yet, and it will materially 
change the feeling of many, many institutions about making FHA 
loans under the pr esent system. 

(The following memorandum was submitted to the subcommittee :) 


MORTGAGE BANKERS ASSOCIATION OF AMERICA, 
Washington, D.C., July 16, 1958. 
Hon. ALBERT RAINs, 
Chairman, Subcommittee on Housing, 
Banking and Currency Committee, House of Representatives, 
Washington, D.C. 

DEAR Mr. Rains: At the conclusion of the testimony of Mr. Robert Tharpe 
before your committee yesterday representing the Mortgage Bankers Association 
of America, we requested permission to furnish the committee with a memoran- 
dum stating the position of this association on the proposals contained in H. R. 
10457 and H. R. 12798 which bills are presently before your committee. 

Enclosed you will find the memorandum which we respectfully request be 
made a part of Mr. Tharpe’s testimony and be printed in the record of the 
hearings. 

Very truly yours, 
SAMUEL E. NEEL, General Counsel. 


MEMORANDUM ON PROPOSED MORTGAGE MORATORIUM LEGISLATION 


H. R. 10457 (introduced by Mr. Rains) would amend section 203 so that de- 
faulted insured mortgages could, at the discretion of the Commissioner, be 
assigned to FHA in exchange for debentures. This provision would give FHA an 
authority similar to that in the Servicemen’s readjustment Act which permits 
the Veterans’ Administrator to take an assignment rather than to allow the 
mortgage to go to foreclosure. 

H. R. 12798 (introduced by Mr. Lesinski) is more drastic. It would not only 
permit FHA to take an assignment of a defaulted insured mortgage (VA being 
given a similar authority, which it already possesses) but also authorize FHA 
and VA to issue bonds or advance cash to redeem or recover a home lost by 
foreclosure of an FHA or VA mortgage or other forced sale of the subject 
property within 2 years prior to an application for such relief. In addition, FHA 
would be given a revolving account with the Treasury of $500 million with which 
to acquire defaulted conventional mortgages. In case of a mortgage acquired by 
FHA or VA under these provisions, the Federal agency would be authorized to 
suspend payments on the mortgage and to allow the mortgagor after becoming 
reemployed to have an additional repayment period equal to that during which 
payments were suspended. In lieu of acquisition of a mortgage, the Federal 
agency may also advance to the mortgagee the appropriate payments of principal 
and interest during a period of unemployment, and authorize a corresponding 
extension of the repayment period in which to obtain reimbursement. 
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At the present time VA has authority under section 506 of its legislation to 
take an assignment of a defaulted mortgage in order to avoid foreclosure. Ac- 
cording to the Director of Loan Guaranty there have been a number of cases 
in which VA has taken this action. It has also permitted lenders to accommo- 
date necessitous borrowers as to both interest and principle payments without 
affecting the lender’s rights under the guaranty. He will also be protected on 
advances for insurance and taxes. In these cases lapses of a year or more 
may be allowed. The unpaid amounts may be made up within the original 
term of the mortgage, or within an extended period if the original term is less 
than the maximum legal limit, or lumped in a balloon payment at the date of 
maturity. The balloon payment may be as much as 20 percent of the original 
amount of the loan. 

While the FHA situation is somewhat less generous, it still permits consid- 
erable leeway in handling hardship cases. FHA Commissioner Mason states 
that a lender may carry a delinquency of 12 months without instituting fore- 
closure proceedings if he chooses and FHA may permit a lengthening of the 
period where there appears to be a possibility of making up the default. In 
case of an extended delinquency, the mortgagee is protected under the insurance 
as to principal and any advances he may make for hazard and mortgage insur- 
ance and taxes. He is not covered as to loss of interest. 

So far as VA is concerned it is believed that no further easing of requirements 
could be justified. It would, in fact, be difficult to see how they could be made 
any more generous without relieving the borrower as well as the lender of all 
responsibility. 

The FHA situation still retains some of the concepts that a mortgage loan 
involves a serious obligation and that the mortgage insurance, while spreading 
and reducing risk, should not completely eliminate it. As the law stands, there 
is room for reasonable accommodation where real hardship exists and FHA can 
cite many instances where it has been granted. 

A provision for assignment such as contained in H. R. 10457 would in effect 
give the lender a complete guaranty and remove the concept of coinsurance 
altogether. It would then require that FHA deal directly with defaulted 
borrowers, a situation involving considerable political hazard and adding 
greatly to administrative expense. 

The proposal in H. R. 12798 goes further than H. R. 10457 in removing the 
necessity for the borrower to attempt to work out an arrangement with his 
lender, in getting FHA into the costly business of recovering properties lost 
through default as much as two years previously, and in forcing FHA to acquire 
conventional loans made under conditions about which it had no control. This 
might well be an almost direct invitation to irresponsibility and loose practice. 

There is nothing in current and prospective experience that suggests the need 
for special relief legislation. While delinquencies have risen somewhat since 
last year, they remain remarkably low even in the troubled localities. All indi- 
cations now are that economic conditions are likely to improve rather than to 
get worse. There is not, nor is there likely to be, anything resembling a wave 
of foreclosures. Under these circumstances, so far as the Government-spon- 
sored programs are concerned, existing legislation gives sufficient administra- 
tive discretion to cope with temporary hardship. Furthermore, there is no 
evidence that distressed borrowers under conventional loans are not being treated 
with reasonable consideration. 

While, therefore, nothing like the situation of the early 1930's exists or is in 
prospect, it may be noted that the HOLC statute, which was designed to cope 
with that catastrophe, was, by comparison with present proposals, a hard-boiled 
piece of legislation. Where mortgages were taken over from lenders, some 
penalty was invariably involved. In order to retain their properties, borrowers 
were required to demonstrate capacity to work out of their indebtedness under 
terms that are now considered stringent. Protracted defaults were rigorously 
dealt with. “Soft” legislation of the type described above would destroy any 
vestige of a serious borrower-creditor relationship; it would encourage malin- 
gering on the part of borrowers; it would remove from lenders the inducement 
to perform an effective job of mortgage management or to exercise the sense 
of social responsibility toward worthy but temporarily distressed borrowers. 

For the above reasons the Mortgage Bankers Association of America desires 
to express its opposition to the enactment of either H. R. 10457 or H. R. 12798. 


Mr. Ratns. Thank you, gentlemen, very much. I wish we had more 


time, but we are running late. It is nice to see you. 
Mr. TuHarrr. It is good to see you, sir. 
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Mr. Ratns. We will meet at 2 o’clock. 
(Whereupon, at 12: 25 p. m., the subcommittee adjourned to 2 p. mn.) 


AFTERNOON SESSION 


Mr. Rarns. The committee will be in order. 

I see our good friend, Bob Sikes, here and we will take him first. 
Have a seat. 

Mr. Sixes. Mr. Chairman, you are very kind and, of course, I am 
grateful for the opportunity to appear before this committee. 

Mr. Rains. We are glad to have you. 


STATEMENT OF HON. ROBERT L. F. SIKES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Srxes. Mr. Chairman, I know how important your work is and 
how pressed you are for time and I am not going to impose on it. 
With your permission I am going to say a very ‘few words, answer any 
questions that the committee may have and submit the major part of 
my statement for your records. 

I am going to speak in support of a measure which I introduced, 
H. R. 12939 to amend section 203 (i) of the National Housing Act to 
authorize the Federal Housing Commissioner to insure mortgages 
onexisting homes. That isa need, Mr. Chairman, that exists through- 
out the Nation. My district has a particular need for it, but no more 
so than many other districts, but we do recognize the importance of 
this problem and the need for its correction. 

Now, Mr. Chairman, the language that I am suggesting is of par- 
ticular importance to senior citizens but also of great interest to those 
who comprise the low- and middle-income f: amilies who reside or wish 
to reside in small cities, communities, and rural areas. 

The present National Housing Act does not permit the Commis- 
sioner to insure mortgages on existing dwellings in rural and outlying 
areas unless the applications were made prior to construction. My 
language would permit the Commissioner to insure mortgages on 
existing properties as is now permitted 1 in urban areas. Now I am 
sure it has alw ays been the intent of Congress to make available better 
housing for as many people as possible throughout the land, but under 
the law as it is now written, there is a great field j in which we have not 
prov ided mortgage insurance. 

There are many people who by choice, want to retire or want to live 
permanently in suburban and rural areas but cannot purchase homes 
due to their inability to secure mortgage insurance. I think that we 
should help these people of moderate means, particularly the elderly, 
to achieve the same higher standard of living provided those who now 
live in the cities. 

Mr. Chairman, unless it is desired by the committee, I will not 
go into details, but I will submit a detailed statement for the record. 
I will, of course, answer any questions that the committee desires. 

Mr. Rarns. Could I ask a few questions, Mr. Sikes ? 

Mr. Stxes. Of course. 

Mr. Rats. Does your bill set any top amount ? 

Mr. Sixes. My bill would provide that the amount could be in- 
creased from $8,000 to $9,000. Now I know that has not been con- 
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sidered in a favorable light by the Federal Housing Authority. Yet 
I would like to point out, Mr. Chairman, that normally the guaranties 
are about 70 percent of the actual appraisal. In that light a $9,000 
appraisal is not in any sense too high. 

| would like to point out, too, that gener: ally it costs more to build 
in rural areas than it does in urban areas because there are addi- 
tional costs of transportation of materials and quite frequently labor 
expects portal-to-portal pay to the outlying areas. This also increases 
the cost of construction in rural areas. 

Mr. Rains. The housing agency did not seem to object to the ex- 
tension to include the right to insure in these areas but voiced an ob- 
jection to increasing it to $9,000, saying that it would then become 
competitive with 203’s. However, I don’t know whether I am right 
in this or not, but didn’t the Senate include this amount ? 

Mr. Sixes. The Senate did include this, as I understand it. I 
recognize the objections that have been posed by the Administrator, 
but as I pointed out a moment ago, frequently it costs more to build 
in rural areas. I think there are good reasons for increasing the 
amount by $1,000, although my primary objective is to make ‘rural 
areas and small communities eligible, that is the first objective. 

And if we could raise the amount, I think it would be helpful and 
proper. 

Mr. Rarns. It is true that it costs a little bit more to build a com- 
fortable house in the rural areas because if you build in the cities 
you have sewers, out there you have to have septic tanks and other 
facilities that you wouldn’t have if you built inside the city. 

Mr. Sixes. The Chairman is exactly right. 

Mr. Rarys. I frankly think, and I haven’t heard serious objection 
posed to your proposal, I personally think your proposal is good, but as 
I understand from other members who have voiced similar senti- 
ments, one of the reasons you would like to have this is you feel it 
would help take care of retired people, old people who would live in 
this type house, is that correct ¢ 

Mr. Sixes. Particularly that group would benefit. Many people 
would benefit but the aged, in particular, have an interest in this 
and probably would benefit to a greater extent than any other group. 

Mr. Rains. Any questions ¢ 

Mrs, Sutnivan. Only one, Mr. Chairman. In this type existing 
homes that you are speaking of, does that mean that if an elderly 
couple want to buy a home that already exists, not a new house— 

Mr. Srxes. They would be able to do so. 

Mrs. SunuivaAn. They cannot get the necessary funds now under 
the FHA ¢ 

Mr. Sixes. That is right, they cannot do so at this time. This lan- 
guage would make it possible for them to do so. 

Mrs. SuLLIvAN. Is it because it is not a new home that they can’t 
get it or is it because it is out in the rural area? 

Mr. Sixes. It is because it is not a new home. 

Mr. Rains. Under section 203 you have the same type of houses only 
in urban areas. These are the cheapest type houses built. This is 
not new. This has been in the program for years; 203’s, for instance, 
in town, the houses that have been built are eligible for it and he is 
asking that that same right be given to those who live outside in rural 
areas. 
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Mr. Sixes. That is correct. 

Mr. Rains. Mr. Addonizio. 

Mr. Apponizio. I have no questions. I just want to indicate to Mr. 
Sikes that I am sympathetic to his proposal. As I understand it, 
Senator Case of New Jersey offered the amendment over in the Senate 
side, 

Mr. Srxes. That is correct 

Mr. Appvonizio. We have a problem in the State of New Jersey. It 
doesn’t affect my particular area, but I have had people back home 

that have been in touch with me and I have indicated that I am sym- 
pathetic to this bill. 

Mr. Sixes. I am very grateful for my distinguished friend’s com- 
ment. 

Mr. McDonoveu. I appreciate your point of view very much, Mr. 
Sikes. The increase to 9,000 which is in the bill that is before us is 
what you are asking for ? 

Mr. Srxes. That is right. That is one of the things that I am asking. 

Mr. McDonoven. Now, that would be applied to existing houses 
is well as to new houses / 

Mr. Sixes. Yes. 

Mr. McDonoucn. The point there in my mi ind is one xisting houses 
well, what age and what building stand: ards? Now you have ace rtain 
standard of construction for imsurance under FHA. Do you mean 
to say that the existing house must meet those building standards? 

Mr. Srxes. That would be my intention, yes. 

Mr. McDonovucn. And how old would the existing house have to 
be before it could meet those standards ? 

Mr. Sr«es. I haven’t tried to cover that point in the bill, because the 
gentleman will readily see it would be extremely difficult to attempt 
to include regulations covering all of the contingencies. 

This is something that would have to be are, by the Federal 
Housing Administration under regulations issued by them. I feel 
there would not be too much difficulty in achieving this through regu- 
lations to be prepared by the Feder: il Housing Administration. 

Of course, we do not want to open the door to mortgage insurance 
on old housing not built under proper standards or housing that is 
no longer sound, but I feel that the Federal Housing Authority could 
handle that by adhering to the same general requirements for good 
construction and sound conditions that are applicable to new con 
struction. 

I feel it would be very difficult to try to spel] it out in the legislation, 
though. 

Mr. McDonoveu. I appreciate that. Ifowever, you think it could 
be done by regulation ? 

Mr. Srxes. I would think so. 

Mr. McDonoveu. And you believe that your proposal would stimu 
late housing in rural areas ? 

Mr. Srxes. I am certain that it would and as the gentleman knows 
that is an area where we have had the greatest difficulty getting new 
housing. 

Mr. McDonovuenu. That is all, Mr. Chairman. 

Mr. Ratns. Thank you, Mr. Sikes, for appearing before us and 
you may be sure that your suggestion will have our careful considera- 
tion. 
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Mr. Srxes. Thank you very much, Mr. Chairman. 
(The statement submitted by Mr. Sikes is as follows:) 


STATEMENT OF CONGRESSMAN Bop SIKES 


Mr. Chairman, I appreciate very much the opportunity of appearing before 
the distinguished members of this committee for the purpose of discussing H. R 
12939, a bill which I introduced to amend section 203 (i) of the National Housing 
Act to authorize the Federal Housing Commissioner to insure mortgages on 
existing homes thereunder. It is my hope the committee will include the provi 
sions of my bill in this year’s housing legislation. 

We are presently living in an era in which our senior citizens and others of 
the low- and mddle-income groups are migrating to small cities, communities, 
and rural areas. The concentration in our urban areas of great numbers of 
automobiles, large buildings, concrete forests, smoke, and noises is contributing 
to the mass exodus to less populated areas. 

My bill, H. R. 12939, will make it possible for these important citizens to have 
the same opportunities under the National Housing Act that now exists for th 
city dweller to own a home under the insurance provisions of that act—and 
correct an inequity that exists today. 

Today we have more people who have reached the retirement age than at any 
other time in the history of this great Nation. The continuing research fo 
improving fhe general health of our citizens will undoubtedly increase this 
number in the years to come. More and more of our citizens, who have worked 
and toiled throughout the years while they reared their families and helped t 





make this country what it is today, are now faced with the problem of living 
on small retirement pensions, on other small incomes, or on small savings. A ; 
our farmers and rural families are finding it more and more difficult to maintain 
the standards enjoyed by the city dwellers. We must remember that thes 
rural families, once the most prosperous in the land, are the victims of circum 


stances brought : ut, in part, by the Federal Government through ifs program 
MI Chiirmian, I believe ill i ol utinost im} tance to the welfare 

of our senior citizens and others who comprise the low- and middle-income 

families who reside, or wish to reside, in small cities, communities, and rural 


areas throughout the Nat 

The present provisions of section 208 (i) of the National Housing Act do 
not permit the Commissioner to insure mortgages on existing dwellings in rural 
and outlying areas, unless the applications were made prior to construction 
My bill will permit the Commissioner to insure mortgages on existing properties 
in rural and outlying areas as is now permitted in urban areas. 

The present law places a limit of $8,000 on total coverage, which is not realistic 
for the areas contemplated, and the intent of Congress to provide adequate 
and improved housing for rural and outlying areas is not being met. My bill 
will raise this limit to $9,000. This increase is necessary because of the genera! 
increase in labor and material cost, particularly those additional drayage costs 
and labor incident to rural construction. And, I might add, the Senate Banking 
and Currency Committee has passed S. 4035, which, among other things, raises 
the limit from $8,000 to $9,000 for construction of rental units. 

My bill also clearly defines the power of the Commissioner to insure mort 
gages on properties in suburban, small communities, and outlying farm areas 
It will enable many small farmers to avail themselves of the benefits accorded 
under the FHA insurance program. 

Mr. Chairman, the provisions of the newly written section 2038 (i) are spe 
cifically designed for the benefit of the citizens of low or moderate income 
and the elderly citizens who wish to better their living standards through pur- 
chase of a home in a location of their own choosing. 

My reason for offering this new amendment is that I am sure it has always 
heen the intent of Congress to make available better housing for more people 
throughout our country. Under the law as it is today there is a great field 
in which we have not provided insurance under the Federal Housing Adminis 
tration. My suggestion will correct this situation. There are many people 
who, by choice, desire to retire or to live permanently in suburban and rural 
areas but cannot purchase homes due to their inability to secure mortgage 
insurance. We should act to help these people of moderate means, including the 
elderly, achieve the same higher standard of living provided those who live in 
the cities 
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As a Floridian I am well acquainted with the problems of the retiree and 
the elderly, for thousands upon thousands of these people are migrating to our 
great State. There are many other areas which are similarly affected. A vast 
number of these people are desirous of residing in outlying communities and they 
particularly enjoy the pleasure of small-city and community or rural living. 

I could go on and on expounding the virtues of H. R. 12939, because I sincerely 
believe this bill will greatly assist in the establishment of better living conditions 
and standards, and, at the same time, help to stimulate construction to offset 
the small recession presently confronting this great Nation of ours. 

I hope that the members of this committee will include H. R. 12989 in this 
year’s housing bill. The committee members have done an outstanding job in 
the past and all that I ask is that they use their own experienced judgment 
in this important matter. 

Specifically, my bill provides for the following changes and deletions to sec- 
tion 203 (i) of the Federal Housing Act: 

(1) Present law: Paragraph 1, first sentence: “Not in excess of $8,000.” 

Change: Page 1, line 9: “Not in excess of $9,000.” 

Reason: General increase in labor and material cost, particularly those addi- 
tional drayage costs and labor incident to rural construction. (The Senate 
Banking and Currency Committee recently reported a bill raising from $8,000 
to $9,000 the maximum allowable for construction of rental units.) 

(2) Present law: Paragraph 1, first sentence: ‘Located in an area where.” 

Change: Page 1, line 10, and page 2, line 11: Change “any area other than 
a built-up urban area” to read, “located in any area other than a built-up urban 
area.” 

Reason: To eliminate any doubt as to what shall constitute a rural area. 

(3) Present law: Paragraph 1, first sentence: “Where there is located a 
dwelling designed principally * * *.” 

Change: Page 2, line 5, insert for “including a farm home” the following: 
“where there is located a dwelling (including a farm home) designed prin 
cipally”’. 

Reason: To remove all doubt that any distinction is drawn between farmers 
and other occupants of rural dwellings. 

(4) Present law: Paragraph 1, first sentence: “and which is approved for 
mortgage insurance prior to the beginning of construction”. 

Change: Deletion of the foregoing phrase. 

Reason: To permit rural purchasers, subject to the regulations and approval 
of the Commissioner, to select for insurance an existing rural dwelling of their 
choice, a right and privilege now enjoyed by urban purchasers (208b). Under 
the law as now written the Commissioner is prohibited from issuing mortgage 
insurance on a rural dwelling unless application for mortgage insurance thereon 

yas made prior to the start of construction. This provision imposes a restric- 

tion on the freedom of the individual to select a rural dwelling of his choice. 
Also, this provision depresses the home construction business since countless 
thousands of rural dwellers desire and can afford new and larger homes but 
cannot sell the home in which they live since a potential purchaser of the home 
cannot procure satisfactory mortgage financing. 

(5) Present law: Paragraph 2, first sentence: “providing adequate housing 
for families of low and moderate income”. 

Change: Page 2, line 13, change “rural areas” to read, “in suburban and out- 
lying areas, rural areas and small communities”. 

Reason: To further resolve any doubt that the proposed law will be applicable 
everywhere other than in an urban area. 

(6) Present law: Paragraph 4: “Provided further, That under the foregoing 
provisions of this subsection the Commissioner is authorized to insure any 
mortgage issued with respect to the construction of a farm home on a plot of 
land five or more acres in size adjacent to a public highway, the total amount 
of insurance outstanding at any one time under this proviso not to exceed a 
$100,000,000.” 

Change: The deletion of the above paragraph. 

Reason: The deleted paragraph empowered the Commissioner to approve 
mortgage insurance on rural dwellings adjacent to public highways and situate 
on 5 or more acres. This implies that no rural dwelling is insurable unless so 
situated. The Commissioner has heretofore taken the position that the author- 
ity to insure mortgages on rural construction is not limited by the above para- 
graph. Therefore, the elimination of this paragraph is a conforming change and 
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not one of substance. Further, the provisions of the proposed legislation render 
this provision superfluous. 

I would like to request that you give your very careful attention to the provi- 
sions of H. R. 12939, and it is my sincere hope it will receive the approval of 
your committee for inclusion in the housing bill you now are writing. 

Now, Mr. Chairman, may I discuss briefly the report filed with the committee 
by Mr. Albert Cole, Administrator of Housing Home Finance Administration. 

Taking first the Administrator’s criticism against increase from $8,000 to 
$9,000 under the provision of section 203 (i). Please note that he makes no 
mention of the fact that the cost of constructing housing in outlying rural areas 
is considerably more than that of housing construction of urban or city areas. 
No consideration is given in his statement to the additional cost incurred in 
conveying building materials to rural areas, nor has any consideration been given 
to the cost of importing labor and the housing of that labor in order to effect 
construction of housing in rural areas. 

Construction material houses usually add additional delivery charges to initial 
costs when materials are delivered outside of a fixed delivery area. 

In addition labor generally demands travel time after offering their services to 
a contractor or subcontractor outside of a given district. 

When computing the additional costs sustained by a contractor building in a 
rural area I am sure you will find that a dwelling costing $8,000 in an urban 
area, when duplicated item for item in the rural area, will cost in excess of 
$1,000 more. 

Secondly, the Administrator claims that under the provisions of section 208 
(b) homes can be financed in outlying areas on existing construction up to 90 
percent during the first year and 97 percent from the second year on. The Ad- 
ministrator makes a good point in stating that construction defects are usually 
not apparent during the first year after completion but more readily show up 
after the second and third years; however, most of our directors of FHA field 
offices are now very reluctant to insure existing dwellings under the provisions 
of section 203 (b) for fear they will set a precedent that regards the substandard 
off-site improvement which is at present a must under section 208 (b). 

Thirdly, the FHA field offices have definitely set a rule of thumb which in effect 
restricts the appraisal section recommending mortgage insurance to not exceed 
70 percent of the appraised market value. 

In regard to the Administrator’s argument that insurance of existing housing 
defeats the purpose of FHA in providing new housing, I wish to point to the 
large number of families, now living in houses which they have outgrown either 
because of increased income or need for additional space, or both. Since FHA 
refuses to insure mortgages on existing houses in rural areas they find it impos- 
sible to dispose of their house favorably and are therefore prevented from build- 
ing or purchasing the new one which they need. In other words, if FHA policy 
were to include existing housing it would benefit two families—tfirst, the one who 
could afford to purchase the existing house by reason of its having an insured 
mortgage—and, second, the family who would then be able to use the money 
realized from the sale of their original house for the purpose of building a new 
house. 

These appear to be the major sections on which objections were filed. It is 
my understanding that the Administrator has indicated to your committee his 
general support of the objectives of my bill. 


Mr. Ratns. Next is the distinguished member of the Banking and 


Currency Committee, the Honorable J. Floyd Breeding. 
Come around, Mr. Breeding. We are glad to have you. 


STATEMENT OF HON. J. FLOYD BREEDING, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF KANSAS 


Mr. Breepine. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I appreciate tlie 
opportunity to appear here and testify briefly in favor of H. R. 10637. 
I know that the subcommittee has had a great deal of testimony on 
this measure and it was my pleasure to be here last Thursday when 
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my fellow Kansan, Mr. Henry A. Bubb, chairman of the legislative 
committee of the United States Savings & Loan League, presented 
such a clearcut and vigorous statement in behalf of the program. 

I have a great deal of mail from the savings and loan - other 
people in my district urging enactment of this plan. As I under- 
stand it, the bill would allow sav ings and loan associations and other 
approved lenders to make loans up to 90 percent of value rather 
than the traditional 70 or 80 percent ratio. 

My district is mainly a farm district with small towns and does 

not have the great financial institutions that are found in the big 
metropolitan areas. Many of my people have complained that for 
one reason or another hey are unable to avail themselves of the FHA 
or VA programs and that it is only the conventional loan which can 
meet their needs. Surely the conventional loan will be a better loan 
for many people if it is liberalized to 90 percent. As one lender put 
it in a recent letter to me, 
The Federal Housing Administration has been a considerable aid, but there 
are many borrowers in smaller communities that still do not wish to avail 
themselves of this type of loan. The tremendous amount of forms and paper 
work, in addition to the waiting period, makes many prospective homeowners 
give up in despair. 

As further evidence of the scarcity of FHA loans, I recently re 

ceived a letter from Mr. L. B. Hancock, president of L. B. Hancock, 
Inc., of Dodge City, Kans. His company is one of the outstanding 
real estate firms in that area and is also a member of the Mortgage 
Bankers Association and the National Association of Home Builders. 
He said, in part: 
So far, we have never been able to get any of the banks here to buy FHA 
insured loans for permanent investment, and I don’t know of any except the 
ones in Sublette to which we sold a couple of loans a few years ago and the 
bank took the loans because of the fact that the people were their custome 

I believe that the certified agency plan of the : cm \ is now helping 
this situation, but it is apparent from cH Ian ’s letter and other 
information that FHA and VA loans are just not in n ple ntiful supply 
in my district. 

I am sure that this subcommittee will take into consideration these 
facts as well as all of the other points submitted during these hear- 
ings. I do hope that the subcommittee will act favorably on the new 
home mortgage plan because I think it would be helpful generally 
and I am sure it will be helpful in my district. With this in mind 1 
would like to submit as testimony four letters from my district and 
Sts ite in support of this bill. 

Mr. Rarns. They may be included in the record at the end of your 
testimony. , 

Mr. Breeprne. Thank you, Mr. Chairman. 

And finally, naturally, there are some who are in opposition to this 
bill. In my office, I have recently received 39 letters from 21 States 
in regard to this bill, with only 3 in opposition. However, I would 
like to submit as testimony this particular letter from Mr. Harry 
Colmery, who is opposed to this legislation and who een. 10 
Kansas life-insur: ance compan ies who oper: ate extensively in my State 

Mr. Rains. The letters may be included in the record. 


HOUSING ACT OF 1958 361 


Mr. Breeprnc. Of course, I realize that some of our State laws 
dealing with this matter will have to be changed accordingly in order 
to accommodate this legislation. Mr. Chairman, I sincerely hope 
that you and the members of this subcommittee will be able to make 
any necessary changes in this legislation in order that everyone might 
be included in the many benefits therein. 

(The material referred to above is as follows:) 


KANSAS ASSOCIATION OF LICENSED NURSING HOMEs, INC., 
UeLouth, Kans., June 5, 1958 
Hon. FLoyp BREEDING, 
Re presentative, Fifth District of Kansas. 
House Office Building, Washington, D.C. 

DEAR Sir: I am writing you in my official capacity as president of the Kansas 
Association of Licensed Nursing Homes, in Kansas, representing some 3865 licensed 
homes in which the aged of our State are cared for under supervision. We are 
in favor of a bill to extend FHA loan privileges to nursing home administrators 
thereby enabling more and better homes in which our increasing number of 
aged citizens will be properly cared for. 

We will completely support this bill 

Sincerely yours, 
(Mrs.) Lovisa Jopiin, President 


TOPEKA, KANsS., June 27, 1958 
Hon. J. FLoyp BREEDING, 
Re prest ntative, Fifth Dist tof Kansas, 
House Office Building, Washington, D.C. 

DEAR Mr. BREEDING: Please be advised that I have received a copy of Senate 
bill 4035 which is the amendment to the Federal Housing Act concerning nursing 
homes. 

As you will no doubt remember in previous discussions you have been ask 
to sponsor this bill in the House of Representatives and I would consider thi- 
to be a distinct pleasure to me if you can see fit to sponsor this legislation. 

If I can be of further assistance to you in this matter, please let me know. 

With best personal regards, Iam 

Very truly yours, 


LEONARD W. PIPKIN, J} 


THE BARBER COUNTY BUILDING & LOAN ASSOCIATION, 
Vedicine Lodge, Kans., June 28, 1958. 
Congressman J. FLoyp BREEDING, 
House Office Building, Washington, D.C, 

DrarR Frioyp: I can’t imagine why the Senate Banking Committee voted against 
the Rains bill, H. R. 10637, which embodies our league’s conventional-loan 
insurance plan. 

This is a case where the FHA is fighting this plan and attempting to substitute 
an almost identical bill for themselves. In our case it will not require a penny 
of Government money and on the FHA plan it would require the insuring of 
millions of dollars of loans that would be guaranteed by the Government. Ordi 
narily we try to keep the Government out of anything we can so I would appre 
ciate an explanation from you as to the committee’s thinking on this proposition 
I certainly hope the House Banking Committee will reverse the decision of the 
Senate committee and would give us another chance for what I think is a most 
forward step that has been taken by savings and loan associations in the United 
States to handle their own loans and take the load off of the United States 
Government. 

We have got the most wonderful wheat crop we ever had but on account of 
wet weather we have not been able to do any harvesting here to speak of for 
over a week. Most of the rains here have been light and with very little wind 
so practically all of it could be harvested if it rained no more. It looks like an 
average of at least 30 bushels for Barber County if we could save it, and most 
fields will go higher than that. 


28431—.58 24 
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I guess you know about my wife having a heart attack in Topeka on April 12 
and she was in the hospital there for 5 weeks. Now she has been home for 
+ weeks and seems to be getting better every day. 

I trust both you and Mrs. Breeding are fine, and with best personal regards, 
I remain, 

Sincerely yours, 
W BD. LAKE. 





FEDERAL Savines & LOAN ASSOCIATION OF SUMNER COUNTY, 
Wellington, Kans., June 26, 1958. 
Hon. J. FLoyp BREEDING, 
House of Representatives, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN BREEDING: It has come to my attention that you are a 
member of the House Banking and Currency Committee. Our institution is very 
interested in the home-loan-guaranty plan, which will probably come before your 
committee. 

It is my opinion, and the opinion of many other officers of Federal savings and 
loan associations, that this plan would materially assist the small-home builder 
and buyer, stimulating housing construction, and enable savings and loan institu- 
tions, particularly in the smaller con«anunities, to serve the communities a great 
deal better than we are now allowed to serve under our present laws and 
regulations. 

This home-loan-guaranty plan has been prepared and submitted after many 
months of study, both by officers of Federal savings and loan associations and 
attorneys. 

The Federal Housing Administration has been a considerable aid, but there 
are many borrowers in smaller communities that still do not wish to avail them- 
selves of this type of loan. The tremendous amount of forms and paperwork, in 
addition to the waiting period, makes many prospective homeowners give up in 
despair. 

It is not that I am objecting to the Federal housing plan of loans, as we have 
made many of them, but as a lender there are many circumstances that arise 
which makes it nearly impossible for both the borrower and the lender to use 
this plan. Again I would like to call your attention to the fact that this is more 
true in the smaller communities than in the larger communities. 

I would like to thank you for your careful consideration of this matter. 

Very truly yours, 
G.S. RENN. 


WESTERN SAVINGS ASSOCIATION, 
Pratt, Kans., June 25, 1958. 
Hon. J. FLoyD BREEDING, 
House of Representatives, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN BREEDING: First I want to thank you for your nice letter 
sent a few weeks ago with respect to the advantages of the certified agency pro- 
gram of the Federal Housing Administration and how it can be of value to home 
purchasers in our area. You will be interested to know, I am sure, that Western 
Savings was one of the early lenders to qualify under the new certified agency 
program and we have been using it with increasing frequency in the origination 
of FHA insured loans for the purchase of homes in our lending territory. 

Of even more importance, Mr. Breeding, is the subject about which I am writing 
you at this time. I am hopeful that you are somewhat familiar with Representa- 
tive Rains’ bill known as H. R. 10637. This is the bill which provides for a home 
loan guaranty plan for the savings and loan industry and we respectfully request 
that you give it your favorable consideration. 

Since the plan will be ably explained by our fellow Kansan Henry Bubb, of 
Topeka, I won’t go into details of the plan except to mention the following, that 
first of all the loans which would be made under the provisions of this bill would 
be on our conventional home mortgage loan plan and would be originated as any 
other that we now make except that they could be made in much larger amounts 
thus making home financing available to a larger segment of our population in 
this area and, since such loans would be made at interest rates determined by 
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supply and demand rather than by Government regulation the unpleasant matter 
of discounts would be eliminated which, as you know, are as distasteful to lenders 
as they are to the sellers and borrowers. 

Many thanks to you in advance again for your favorable responses to this 
subject matter and I can speak for the other associations in your district as well 
as ourselves when I say that it will be mutually beneficial to all of us as well as 
to the home-buying public in your district. If there is any information that any 
of us can furnish you with respect to how the provisions of the bill would affect 
home lending at the local level I know any of us will be glad to furnish that data 
to you immediately. 

Very best regards, 
Rosert G. LAKE, President. 





WICHITA FEDERAL SAVINGS & LOAN ASSOCIATION, 
Wichita, Kans., June 24, 1958. 
Hon. J. FLoyp BREEDING, 
House of Representatives, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN BREEDING: I am writing in support of H. R. 10637, which, 
if law, would have a very favorable effect on the Nation’s economy. Representing 
a mutual thrift institution, it is most important that we follow our objective of 
helping families achieve their goal of home ownership. This bill would not only 
extend home ownership but would aid home builders, stimulate building con- 
struction, and permit savings and loan associations to serve their communities 
better. 

I strongly urge your support. 

Very truly yours, 
CHARLES E. THOLEN, President. 

Mr. Rains. That is a good statement, Mr. Breeding, and we want 
to thank you for it. You will be glad to know, when we get to the 
full committee, if that is included in the bill, that you have a cham- 
pion, I want to thank you for coming here and testifying. 

Mr. Breepinc. Thank you, Mr. Chairman, and I would also like to 
testify in regard to nursing homes. 

Mr. Rains. All right, we will be glad to hear from you. 

Mr. Breeptne. I first want to thank the chairman for the oppor- 
tunity of testifying before this committee on the increasingly impor- 
tant subject, of adequate care for the aged. Due to the many improve- 
ments, advancements, and achievements in medical science and phar- 
maceutical professions, there are now 5 times as many people 65 years 
of age and over as there were in 1900. Nursing homes, using the 
overall view, fill a definite set of needs—economie, social, medical, and 
religious. The main problem, of course, is to provide adequate care 
for the aged and infirm who either are not or cannot be cared for in 
their own establishments. This need might stem from various fac- 
tors—the aged individuals involved might not wish to care for them- 
selves, they might require skilled care of a sort that will not allow 
them to care for themselves. Personality difficulties peculiar to age 
might make habitation with members of their families difficult, if not 
impossible, and of course, space might not. be available in the home 
(because of modern-day compact living), to care for an aged person. 
Whatever the reasons—“there are many environmental and social 
pressures in our society today to add to the sheer medical needs of the 
patient—the outcome has been the evolution of the specialized institu- 
tion known as the nursing home.” 

Today 71 percent of the available beds for care of the aged and 
chronically ill are found in proprietary facilities as compared with 
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15 percent in the publicly owned facilities and 14 percent in the non 
profit facilities. Despite this ; great oe ince of care for the aged 
in proprietary nursing homes, Federal support and financing of these 
homes has been directed almost entirely to the nonprofit, and tax- 
supported institutions. The on ly exce ption of this occurred ap proxi 
mately 18 months ago, when the Small Business Administration 


broadened its program to include 10 year loans to pro} rhe tary nursing 
and convalescent homes. Using my area as an example—because of 
the high oper: ing costs of a home of this type and the low margin 
of profit, it would be ee CO pay back a sizable loan in 10 years. 
What these people need ‘ . lone term loan, with a reduced interest 
rate, that would enable them to equip ana ui their establishment. 
including maximum benefit for all concerned, without sacrificing any 


of these benefits in any way. 


Dr. H. B. Mulholland, chairman of the American Medical Asso 


tion’s committee on aging, stated 1) iS pamphiet Hiealt) Aspects 
of Aging: 

It is common knowledge that many general hospitals are now caring for 
patients who would be better off in the less expensive structure A committee 
under the chairmanship of Dr. Howard Rusk recently surveyed the city hosp 
tals of New York City and found that 20 percent of their patients should be in 


such an institution, where they could be cared for at a rate of $6 or $7 per day 
are compared with the average rate of $21 in the New York City hospitals. Not 
only is the cost less, but they are not surrounded with sick people, but live in 


an atmosphere in which they are stimulated to become self-sufficient. 

If you will pardon a pel onal example. iy OV hie ? yeni 
last years in a nursing home, because she preferred to be with people 
upproximately her own age, and because her health fared better where 


il could recelve the attention @ iver hina home of this type 
I believe we can use an even closer personal example when we con 


sider that any of us, elven the Opportunity to live to a very old age, 


might require a home of this t ype. Won ld anyone of us be prepared 
to spend, or have someone Spe nd f ap proxi mately $8300 a month 


for lodging and medicine—this is the present going rate in my area 
for this type of care. I certainly feel that something Si ould be done 
to cause the years add xc to our lives by Medical sé if e to be as Tree 
from care and worry gop ible. 

I feel that the bill S. 4035 includes benefits that ave directly ap 
plicab le to my area I cert uinly hope tha title IT. section 229, will 
remain in this bill—for the benefit of all. 

I would like to submit as testimony two letters from the State of 
Kansas in support of this legislation, which have been received in my 
office. 

Mr. Rains. They may be included. 

Mr. Breeprnc. Thank you, Mr. Chairman. 

Mr. Rains. Mr. Breeding, on the nursing home, I have 1 or 2 ques- 
tions which bother me. The first I can partially resolve. The basic 
conception of FHA, of course, was to meee mortgages on homes. The 
thing that troubles me is the definition of a nursing home. Is a nurs 


ing home basically a home or is it a commercial enterprise? I wonder 
if we aren’t taking FHA a bit far afield when we insure what is re- 
garded as a commercial enterprise. Do you regard them as homes for 
the people or a commercial enterprise for the owner? 
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Mr. Breevine. I presume, Mr. Chairman, they could be defined 
either way. However, to me, it seems like it would be classed as a 
home. I know in some of our counties out there we have many aged 
people and we have no homes for them, so they must go to the hospi- 
tals, where they pay $10 to $15 a day or more for their care, My idea 
is to get a home that these people can go to, perhaps at a cheaper cost 
and something more practical and more use ful for that type of person. 

Mr. Rains. I assume that you could say the same thing, for instance, 
of a big apartment. The man who gets ‘the FHA loan on that apart 
ment—I don’t mean loan, but rather insurance—he builds it as a com- 
mereial undertaking to rent, doesn’t he? 

Mr. Brrepina. Yes. 

Mir. Rains. Now, do you think it should have any restrictions to 
keep it strictly a nursing home, instead of a convalescent home or 
sem hospital ¢ 

Mr. Breevine. I would say it should be a nursing home, Mr. Chair 
man. 

Mr. Rains. Of course, if we got off into allowing a hospital facility, 
we would get into trouble with the jurisdiction of the Interstate and 
Foreign Commerce Committee. I haven't observed exactly how the 
Senate has it in their bill, but have vou read the section in the Senate 
bill ? 

Mr. Breeping. Partially, yes. 

Mr. Rats. Do you think it is all right ? / 

Mr. Breepinc. Yes; generally I think it is pretty well written. 

Mr. Rains. Mr. McDonough. 

Mr. McDonoven. Well, I appreciate your statement, Mr. Breeding. 
I think it indicates a considerable amount of thought, as far as you 
are concerned, in presenting these facts to the committee. I think 
that there are certain limitations that ought to be pretty well spelled 
out in any assistance we may give to nursing homes to make certain 
that we are aiding a nonprofit institution, for one thing, and that we 
are not contributing to an institution that would reinder anything but 
minimum medical care, because as the chairman says, if we didn’t 
do both of these things, we may be entering into the commercial 
field, on the one side, and into the hospit: il field on the other. 

Mr. Breepine. | agree with you, Mr. McDonough. 

Mr. McDonovuenu. However, I agree with that that this kind of 
facility would reduce the cost to the individual, would provide a bet- 
ter env ironment for him to live in, and would be in many ways much 
more convenient and pleasant surroundings, at less cost, than the 
manner in which we operate. 

Before coming to Congress I was a member of the Los Angeles 
County Board of Supervisors, and I had the responsibility as one of 
my committee assignments to look after the homes for adequate care 
for aged people in the county, and we have many thousands of them 
in Los Ang reles County, and we tried to divide them from those who 
needed maximum medical care to those that needed minimum medical 

care, and to try to find homes in the community that we could take 
under contract to place these people in, and you have outlined prac 
tically the same thing with some aid from the Federal Government 
in financing this kind of institution, and T certainly think it is in 
order, providing it. is properly restricted. 
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Mr. Breepinc. I would like to further say that I believe that is 
where we fell down in my area, because we have no facility to finance 
a home of this kind. As an example, in the town of Hugoton, Kans., 
where they would need to build a $100,000 home for the aged in 
that county, there is nobody that wants to lend them the money, 
the county doesn’t have anything to do with it because they are a 
tax organization, so they started out to tr y to raise donations, ‘enough 
that they could finance the balance of it, and this has been going on 
now for 8 years, and up to date they haven’t raised enough to really 
get the building started. 

I think this kind of provision, if it could be worked out, could fi- 
nance such a building perhaps so that they could go ahead and finish 
it and maybe it would pay itself out eventually. 

Mr. Rarys. Mr. Addonizio. 

Mr. Apponizio. Mr. Breeding, on H. R. 10637, the first bill which 
you testified on, you would have no objections if the committee wrote 
into the bill a ceiling on the interest rate, and indicated that they 
wanted the minimum property standards set out; also, if we amended 
it to bring in other lending institutions, you would have no serious 
objection to that, would you ’ 

Mr. Breeptnc. I would like to see all lending institutions have 
the same privilege. However, a top ceiling or a limit on interest 
rates, as long as they don’t hamper the organiz: nine. or the etfective- 
ness of it, I wouldn’t object to it too seriously, no. 

Mr. Apponiz1o. Would you like to see a ceiling on the interest rate / 

Mr. Breeprne. Well, as I remarked, I certs Linly wouldn’t want to 
see it there if it is going to hold the program down. I would like to 
see this program go ahead and work; the plan, with a ceiling, 
might be restricted. 

Mr. Apponizio. I would, too, but before we can make it work we 
must get it through Congress, and I think these things would help us 
in that respect. 

Mr. Breepine. Yes; I think that would be fine, as long as it didn’t 
hamper the operation. 

Mr. Rarns. Mrs. Sullivan. 

Mrs. Sutiivan.- It is good to have your comments on both of these 
things, Mr. Breeding, and I, too, am ver y much concerned about nurs- 
ing care and nursing homes for the elderly. We had a very good ex- 
ample of the need for it in Missouri in the past several years where 
we had several fires where many people were burned to death because 
of inadequate regulations on these private nursing homes. 

However, should we put it under FHA insurance, I would not only 
want heavy restrictions on it, I would want regulations as to the type 
of care as well as the cost of the care, and whether or not they would 
be willing to take loans under those restrictions on cost is another 
story. But I think if it could be worked out so that those could be con- 
sidered, it would be of great advantage to the elderly. 

That is all, Mr. Chairman. 

Mr. Rarns. I would assume that you would think that those nurs- 
ing homes, if we put them in, should be under the supervision of the 
State health departments to see that they are operated in accordance 
with good health standards. 

Mr. Breeprne. I would certainly think so, Mr. Chairman. 
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Mr. Rains. There is one other section you didn’t testify on, but 
which fits in with what you have been talking about, and that is the 
home for nurses. That is under the college-housing program, and a 
lot of the hospitals tell us that they can't get sufficient homes for 
nurses. Would you favor that section alsof This is not nursing 
homes, but nurses’ homes. 

Mr. Breeprna. Is this under the educational part of the program 4 

Mr. Ratns. Yes. 

Mr. Breeptne. Well, I haven't studied it, and wouldn't want to 
comment on it at the present time. 

Mr. Ratns. Thank you very much for appearing, Mr. Breeding. 
You have made a good witness. 

Mr. Breepine. Thank you, sir. 

Mr. Ratns. At this time I want to include in the record, at the re- 
quest of Congressman Pilcher, of Georgia, certain information per- 
taining to a section that is in the Senate bill, on section 603 of the Sen- 
ate bill, which has to do with military housing. It is a rather ex- 
tended statement. I would suggest it might be well for all of the mem- 
bers to read it when it is included in the heari ing. 

Mr. McDonoveu. Does this have to do with Wherry or Capeharts ? 

Mr. Ratns. This is not Wherry housing, but if you read the testi- 
mony, you will see that the witnesses say it hada Defense Department 
certification at the time, and so on. It will be before us so I suggest 
you read it. 

Mr. McDonoveu. Do I understand, Mr. Chairman, this is a pro- 
posal to amend the bill ? 

Mr. Ratns. Yes; toamend the present Wherry legislation. 

(The material referred to is as follows :) 

SMITH, GARDNER & KELLEY, 
ATTORNEYS AT LAW, 
Albany, Ga., July 5, 1958. 
Hon. J. L. PILCHER, 
Vember of Congress, 
House Office Building, 
Washington, D. ¢ 

DEAR CONGRESSMAN P ILCHER : In order that you can take the necessary steps 
to have section 603 of S. 4085 made a part of the House version of the 1958 
housing bill and in accordance e with our discussion with you last week, we 
are enclosing 12 copies of a brochure which contains the information developed 
before the Senate committee prior to the adoption of section 603 in the Senate 
bill. 

It will be appreciated if you will distribute copies of this brochure to Con- 
gressman Albert Rains and Congressman Paul Brown and such other members of 
the Banking and Currency Committee as you may deem advisable. 

If there are any further ae in regard to this matter, or if you think 
it advisable for any of us to come to Washington to discuss this matter further 
with the members of the committee or testify, please call on us. 

Thanking you for your cooperation, I am, 

Yours very truly, 
3. C. GARDNER, Jr. 


[S. Rept. No. 17382, 85th Cong., 2d sess.] 


* ok a * * * x 


TITLE I—FHA INSURANCE PROGRAMS 


7 * * + * * * 


Section 603 (a): The first sentence of section 404 (a) of the Housing Amend- 
ments of 1955 is amended to read as follows: “Whenever the Secretary of De- 
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fense or his designee deems it necessary for the purpose of this title, he may ac- 
quire by purchase, donation, condemnation, or other means of transfer, any 
land or (with the approval of the Federal Housing Commissioner) (1) any 
housing financed with mortgages insured under title VIII of the National Hous- 
ing Act as in effect prior to August 11, 1955, or (2) any housing situated ad- 
jacent to a military installation which was (A) completed prior to July 1, 
1952; (B) certified by the Department of Defense, prior to construction, as 
being necessary to meet an existing military family housing need and con- 
sidered as military housing by the Federal Housing Commissioner, and (C) 
financed with mortgages insured under section 207 of the National Housing 
Act.” 

(b) Section 404 (b) of the Housing Amendments of 1955 is amended by 
striking out “constructed under the mortgage insurance provisions of title VIII 
of the National Housing Act (as in effect prior to the enactment of the Housing 
Amendments of 1955)”, and inserting in lieu thereof the following: “described 
in clause (1) or (2) of subsection (a) of this section.” 

(c) Section 407 (f) of the act entitled “An act to authorize certain construc- 
tion at military installations, and for other purposes”, approved August 30, 1957, 
is amended to read as follows: 

“(f) This section shall have no application to any housing described in clause 
(1) or (2) of section 404 (a) of the Housing Amendments of 1955, as amended.” 


[S. Rept. No. 1732, 85th Cong., 2d sess. ] 
[Excerpt from p. 51 
~ aC 4: * " % * 


ACQUISITION OF RENTAL HOUSING PROJECTS 


Section 603 would amend section 404 of the Housing Amendment of 1955 to 
permit the Secretary of Defense to acquire section 207 rental housing projects 
(fHA insured), if completed prior to July 1, 1952, and if such projects were 
certified by the Department as necessary for military family housing purposes. 
This section would also make acquisition of FHA section 207 projects mandatory 
if housing construction pursuant to section 803 of title VIII (Capehart housing) 
is built in the area of the section 207 projects covered by this section. 

The committee’s attention has been called to a situation which does not appear 
to be equitable and which does not appear to be in the best interest of protecting 
the Federal Government against the liability which might occur through an insur- 
ance claim against the FHA. The facts which have been presented to the com- 
mittee in connection with this matter are briefly as follows: In early 1950 upon 
inquiry and interest evidenced by the Air Force, a 300-unit FHA section 207 
rental housing project was planned adjacent to an Air Force base. These plans 
were brought to a point where the sponsors of the project were ready to obtain 
a commitment from the FHA under section 207. Just prior to application for 
the commitment, a Presidential order imposed a reduction of 5 percent in the 
amount of the FHA commitments unless such projects were designated by the 
Secretary of Defense as being a “military necessity.” Subsequently, a letter was 
issued by the Department of Defense to the FHA in which the subject project was 
declared to be a military housing necessity. Consequently, an FHA section 207 
commitment was issued to the sponsors of the subject project. 

Under existing law, it is mandatory that the Department of Defense acquire 
Wherry housing projects at or near military installations where title VIII 
(Capehart) housing is constructed. The law, however, does not provide for 
permissive or mandatory acquisition of other housing which was constructed on 
the basis of certifications from the Department of Defense that such housing was 
inilitary housing and was needed in the interest of national defense 

The Department of Defense has scheduled 200 Capehart housing units at the 
military base adjacent to the area where this FHA section 207 project is located. 
The owners claim that the Capehart project will provide unfair competition and 
that occupancy of the section 207 project will be severely curtailed. 

Since this project was originally constructed on the basis of being military 
housing, and can be used as such, it is in the best interest of the Government for 
the Department of Defense to acquire the project. 

Representatives of the Department of Defense questioned whether the square- 
foot area of the units in this private project would meet the minimum space 





HOUSING ACT OF 1958 369 


requirements prescribed for military housing. In this connection, section 401 (b) 
of the act entitled “An act to authorize certain construction at military installa- 
tions and for other purposes,” Public Law 85-241, approved August 30, 1957, 
exempts Wherry housing acquired by the Department of Defense from being 
declared substandard solely because such housing does not meet the minimum 
space requirements prescribed for military housing. Since it appears to the 
committee that the case described herein is analogous to Wherry housing, this 
section of the committee bill also applies section 401 (b) of Public Law 85-241 
to the PHA 207 projects covered by this section in order to prevent such housing 
from being declared substandard. 


HOUSING ACT OF 1958S—HEARINGS BEFORE A SUBCOMMITTEE OF THE 
COMMITTEE ON BANKING AND CURRENCY, UNITED STATES SENATB 
[85TH CONG., 2D SESS., ON VARIOUS BILLS TO AMEND THE FEDERAL 
HOUSING LAWS] 

{Excerpts from pp. 217—224] 


UNITED STATES SENATE, 
(OM MITTEE ON ARMED SERVICES, 
May 21, 1958. 
Hon. JOHN SPARKMAN, 
United States Senate, Washington, D.C. 

DEAR SENATOR SPARKMAN: Permit me to acknowledge and thank you for your 
courtesy in forwarding the transcripts of the testimony recently taken by your 
committee on S. 38484. I know you will remember that I introduced this bill be- 
cause evidence presented to the Armed Services Committee indicated that per- 
haps an injustice would be done if the mandatory acquisition provisions of law 
pertaining to Wherry housing projects were not expanded to cover certain other 
projects currently excluded but which were constructed under similar conditions 
to Wherry housing. 

I have had the staff of the Armed Services Committee review the testimony in 
the light of the information contained in the committee's files. As a result of 
this review, I am of the opinion that the wrong impression may remain in the 
record unless it includes certain additional information. I am attaching to this 
letter the full report to me from the Armed Services Committee staff which, I 
believe, if it meets with your approval, should be included in the record in order 
to present a complete picture. 

It appears that the Department of Defense and the Air Force oppose the enact- 
ment of S. 3484 for two basic reasons. First: Their statement that most of the 
units involved contain less than the minimum square feet requirements for two- 
bedroom units; and second, under existing law, the project specifically referred 
to in the testimony, if acquired, can be declared substandard and then have to be 
disposed of in 2 years. 

The inference in the testimony is that S. 3484 is contrary to certain provisions 
of legislation reported by the Senate Armed Service Committee. The disposal 
legislation to which defense witnesses referred is contained in section 401 (b) of 
Public Law 241, 85th Congress. The Senate Armed Services Committee, in its 
report, No. 842, on this legislation (H. R. 8240), specifically indicates that the 
Armed Services Committee’s position is contrary to the inference left by Defense 
witnesses when testifying before you. 

Another aspect which is important to mention is that the Wherry housing units 
to be acquired where specifically exempt from the substandard provisions of Pub- 
lic Law 241. If your committee should see fit to act favorably on S. 3484 on the 
assumption that title 207 cases are parallel to the Wherry problem, it would seem 
logical that title 207 projects should also be exempt from the substandard pro- 
visions of Public Law 241. 

It is interesting to note that while Department of Defense and Air Force no 
longer consider the title 207 units affected by this bill as meeting their criteria, 
they did apparently consider them acceptable at the time of their constructin. 

This is borne out by the enclosures to the staff report attached. In addition, 
this report also indicates that the square footage of the units at Turner are 797 
square feet and not the 680 referred to by Defense witnesses. 
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I know you will understand if, in your deliberations, you feel that the pro- 
visions of S. 3484 are not consistent with the best interests of the Government, 
that I, of course, would not desire that your committee act favorably. On the 
other hand, if an inequity exists, it would appear to be the duty of Congress to 
rectify it. 

With best wishes, I am, 

Sincerely, 
RICHARD RUSSELL. 


May 22, 1958. 
Memorandum for Senator Russell. 
Subject: S. 3484, to amend section 404 of the housing amendments of 1955. 

The staff has reviewed the testimony given on May 13 by Defense witnesses 
before the Senate Subcommittee on Housing of the Senate Committee on Banking 
and Currency, pertaining to 8S. 3484. As you know, the position of S. 5454, in 
effect, authorizes the Secretary of Defense to acquire certain military housing 
constructed under section 207 of the National Housing Act and designated by the 
Federal Housing Administration as “military housing.” 

Even though better than 80,000 units were constructed under section 207, the 
language of S. 3484, among other things, limits the bill’s application to housing 
situated adjacent to military installations. According to the Comptroller General, 
only two installations would be affected. One is a project in Tennessee, consisting 
of 20. units, and the other at Turner Air Force Base, consisting of 200 uits. 

The Defense witnesses objected to this legislation on the basis of their state- 
ments that: 

(a) The Turner City project provides only 680 square feet of space, and that 
this is 70 square feet less than the minimum standards established for enlisted 
grades; 

(bo) That the units do not meet established criteria in basic design and con- 
struction and would, therefore, come under the substandard provisions of law 
contained in section 407 (b) of Public Law 241, 85th Congress: 

(c) That under the provisions of the law, section 407 (b), mentioned above, 
housing declared substandard, that is units which could not be rehabilitated and 
would, therefore, have to be disposed of in 2 years. 

The inference listed by Defense witnesses as shown on page 299 of the testimony 
is to the effect that S. 3484 runs contrary to the provision of law previously 
reported favorably by the Armed Services Committee. It is true that substandard 
provisions of Public Law 241 came out of conference : tween the House and Sen- 
ate in a manner to stipulate for the disposal of substandard units that cannot 
be brought up to standard. However, the Senate Armed Services Committee, in 
its report, No. 842, on this legislation (H. R. 8240), specifically directed itself to 
the disposal aspects of law as follows: 

“Tt has been suggested to the committee that any legislation enacted should 
be limited to a specific time period and that if units declared substandard were 
net altered or improved so as to qualify as standard quarters at the end of this 
time period, they should be demolished or otherwise disposed of. The committee 
expects the services to bend every effort to improve any such substandard quar- 
ters with the goal in mind of eventually eliminating the necessity of assigning 
personel to substandard units. However, in an era of economy it is not realistic 
to assume that the services will be allowed the necessary funds required to reach 
this goal in the immediate future and that it would certainly be impractical to 
permit the destruction or removal of usable units, especially if no other housing 
were available.” 

In addition, the report accompanying Public Law 241 indicates specifically that 
it is the intent of Congress that housing units not be declared substandard by 
reason of size alone. Another aspect which is important to mention is that the 
Wherry units to be acquired were specifically exempt from the substandard provi- 
sion of Public Law 241, and if S. 3484 is to be enacted, in the interest of equity, 
on the assumption that certain title 207 cases are parallel to the Wherry situa- 
tion, it would seem logical that S. 3484 should be amended to make such 207 acqui- 
sition cases also exempt from the substandard provisions. 

While Defense witnesses indicate that the Turner City project provides only 
680 square feet per unit, our records indicate a square footage of 797. Further, 
there is attached to this memorandum an architect's certificate just received 
which indicates 808 square feet. Of course, there may be some difference 
between Defense criteria now and what it was when the project was originally 
approved but the record does not show this nor the reasons why. 
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While the Department of Defense and the Air Force apparently no longer 
consider the title 207 units in question as meeting their current standard criteria, 
they obviously did at the time of the construction of the units. 

Attached also to this memorandum is a rather complete brochure of supporting 
data and background material which occasioned the drafting of S. 3484. This 
data seems to clearly indicate from documents dating as far back as 1950, that 
the Marine Corps, the Air Force, and the Department of Defense as well as the 
Federal Housing Administration considered the units at Turner City to be 
military housing; that they met the then existing criteria and were urgently 
needed (see exhibits A through F, inclusive). 

Exhibit A, the letter from W. J. MeNeill, Assistant Secretary of Defense, 
dated September 8, 1950, in the penultimate paragraph of his letter, reads as 
follows: 

“(h) This project, or a better one, is urgently needed to house military per- 
sonnel of Turner Air Force Base. The Base Commander, Deputy Commander 
Second Air Force, and Strategic Air Command have all requested that action 
be expedited. Since it is understood to be one of those unusual projects near 
a base which would be insurable on its own merits; since time will be saved by 
processing it under title II; since no increase in quality is to be expected in this 
case under title VIII; since the project was in process prior to the July 1, 1950 
freeze; and since the sponsor has stated that no project can be built under the 
freeze limitations, it is recommended that the Commissioner determine such 
housing to be military housing in view of the justifiable military demand in 
the area over and above justifiable civilian demand.” 

Turner City is located not across the road from Turner Air Force Base, but 
immediately adjacent thereto. It is not part of any civilian community. The 
nearest civilian community is located 5 miles away. Turner City was con- 
structed solely for the use of the military and unless the military use the project 
it would obviously have very little reason for continued existence. In view of 
the original certifications of need by the Department of Defense, and in view of 
the fact that the project is already constructed under the provisions of title 207 
and not title VIII (Wherry) in order to provide the housing of military at a 
quicker date, it still appears that an injustice would be done if the title 207 units 
affected by S. 3484 were not covered by provisions identical to that covered by 
Wherry acquisition. 

HARRY L. WINGATE, Jr., 
Chief Clerk, Senate Armed Services Committee. 


J. E. GREINER Co. & ASSOCIATES, INC., 
\lbany, Ga., May 19, 1958. 
References: Turner City housing, Turner Air Force Base, Albany, Ga. 
Col. KENNETH BELIEU, 
Senate Armed Forces Committec, 
Senate Office Building, Washington, D.C. 

Dear Sir: At the request of Mr. Tom Malone, one of the cosponsors of the 
referenced project, we have today taken field measurements of typical dwelling 
units in the Turner City project for confirmation of the building area in square 
feet. 

For your information, the typical duplex building containing two 2-bedroom 
apartments is 67 feet 4 inches long by 24 feet deep, or a total of 1,616 square 
feet per building or 308 square feet per apartment. 

These dimensions do not include porches or cornice projections but are 
actual dimensions of the walls of the living unit. 

Yours very truly, 
J. KE. GREINER Co. & ASSOCIATES, INC. 
By HArry A. MACEWEN. 


SUPPORTING DATA AND BACKGROUND MATERIAL FOR PROPOSED AMENDMENT TO 
Secrion 404, Pustic LAw 1020, 84rum ConerRess (S. 3484) 


Purpose 

The purpose of this legislation is to authorize the Secretary of Defense to 
acquire certain military housing units constructed under title 207 of the Na- 
tional Housing Act and designated by the Federal Housing Administration as 
“military housing.” 
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Pertinent data 

Pertinent data concerning Turner City housing project, immediately adjacent 
to Turner Air Force Base, is as follows: 

(a) Location: Off northwest edge of Turner Air Force Base. 

(6) The sponsors are the Turner City Corp., including W. D. Owens, Tom P. 
Malone, J. D. Whiting, and Richard Tift. 

(c) The project is composed of 300 2-bedroom units to rent at $62 per month; 
rental to include refrigerators, ranges, space heaters, cold water, and ground 
maintenance. 

(d) The project is designed for occupancy by military and civilian personnel 
stationed at Turner Air Force Base, which is a permanent Air Force base. 


History 

In the early days of 1950, upon inquiry and interest evidenced by the Air Force, 
the sponsors began plans to furnish the Air Force 300 2-bedroom housing units 
adjacent to Turner Air Force Base and identified as Turner City. These plans 
were brought to a point where the sponsors were ready to file for an FHA com- 
mitment under section 207. A few days before this commitment was filed, a 
Presidential order imposed a restriction of a 5-percent reduction in the amount 
of the Federal Housing Administration commitment unless such a project was 
designated by the Secretary of Defense as being a military necessity. This order 
was issued July 19, 1950. 

After several conferences between the sponsors, Mr. Franklin Richards, Com 
missioner of Federal Housing Administration, Gen. Colby Meyers, and Col. 
John B. Elliott of the United States Air Force, a letter dated September 8, 1950, 
requesting certification was issued by the military to the Federal Housing Ad 
ministration, signed by Mr. W. J. McNeil, Assistant Secretary of Defense. A 
copy of this letter is attached hereto and marked “Exhibit A.” 

Upon receipt of this letter, the Commissioner determined this project to be 
“military housing’ and a letter was written dated November 7, 1950, to the 
State director of Federal Housing Administration, Atlanta, Ga., requesting that 
a commitment be issued to the sponsors of this project. This letter also indi 
cated the designation of this project as a military housing project and was 
signed by Mr. Clyde L. Powell, Assistant Commissioner. A copy of this letter 
is attached hereto and marked “Exhibit B.” 

Construction was begun on the 300 2-bedroom units on a 72-acre tract of land 
immeditaely adjacent to Turner Air Force Base on December 20, 1950, and 
completed January 21, 1952. 

Military occupancy and operation of same 


From the moment of completion, the project was operated solely for militar 


and civilian personnel located at Turner Air Force Base. As a requirement of 
prior closure the officers of Turner City Corp., said corporation being the de 
velopment corporation of Turner City, were required to execute a military pref 
erence occupancy priority statement on December 20, 1950 A copy of this state 
ment is attached hereto and marked “Exhibit C.” 

On February 2, 1953, upon agreement of the Chief of Staff. United States Air 
Force, and the Commandant of the Marine Corps, a joint utilization agreement 
was drawn, and the conditions outlined in said agreement were carried out 
by the officers and management of Turner City housing project. This agreement 
was, in effect, a request that these units be utilized on a joint basis by Marine 





Corps personnel and Air Force personnel. The management of Turner City 
Corp. concurred and carried out this request to the letter. A copy of this 
utilization agreement is attached hereto and marked “Exhibit 1). 

This project was operated as a military housing project. and even during the 


time of construction periodic reports were furnished the Department of the 
Air Force. A typical request for such a report is attached hereto and marked 
“Exhibit E.” 

After construction and during the period of operation, reports were furnished 
to the Department of the Air Force as to monthly vacancies and turnover of 
tenants, as indicated in a cony of a typical request relating to same and at 
tached hereto as “Exhibit F.” 

Reasons for amendment attached hereto 
In Public Law 1020, the Secretary is authorized and instructed to acquire 


any Wherry projects located at bases where Capehart projects are to be built. 
The sponsors of this project feel that since this is a project where title 207 was 
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utilized by the military in lieu of title VIII in order to expedite critically needed 
housing and is a project considered and designated as military housing by both 
the Secretary of Defense and the Federal Housng Administration, they should be 
accorded the same measure of protection granted to owners of Wherry housing 
projects under said law. 
)XHIBIT A 
FHA case No. 061—00035B 
ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., September 8, 1950. 
Mr. FRANKLIN D. RICHARDS, 
FHA Commissioner, Washington, D.C. 


DEAR Mr. Ricuarps: In your letter of August 23, 1950, to Assistant Secretary 
of the Air Force Harold C, Stuart it was requested that the Department of 
Defense advise you relative to a housing construction project near Turner Air 
Force Base, Ga. The Department of the Air Force has submitted, for transmis 
sion to you, the following facts and circumstances regarding this project: 

(a) Location: Off northwest edge of Turner Air Force Base. 

(b) The sponsors are the Turner City Corp., including W. D. Owens, Tom P. 
Malone, J. D. Whiting, and Richard Tift. The builder is Byck-Worrell Con- 
struction Co., of Savannah, Ga. 

(c) The project is for 300 2-bedroom flats, approximately 797 square feet 
per apartment, to rent at $62 per unit. Rent includes 6-cubic-foot refrigerators 
and apartment-size ranges, cold water, and grounds maintenance. No kitchen 
or attic fans or laundry facilities are furnished. Whether or not venetian 
blinds are furnished will depend on the commitment. Fifty thousand British 
termal unit space heaters will be furnished. The tenant pays for fuel and energy 
for heat, hot water, cooking, light, and power within the apartment. 

(¢@) The total rent including utilities the tenant pays will probably be in the 
vicinity of $70 to $72. 

(e) Turner Air Force Base is a permanent Air Force base. 

(f) The project is intended for airmen. The ones who would rent in thi 
project receive $67.50 per month rental allowance. The lowest take-home pa) 
in this group is about $240 per month; and the top is about $390 per month. 
They can pay the rent under normal conditions, but in some cases you will note 
that the rent approaches 30 percent of take-home pay not considering income 
taxes, which are minor in this group. The project is in the same as Chatham 
Village. The difference in monthly rent is $62 versus $48 for a 2-bedroom unit 
at Chatham Village, which appears high considering facilities furnished. It 
is higher than Air Force projects in the southeast, including two off base. 
However, the sponsor states that the insuring office supports these rents. It is 
believed that the Commissioner should investigate the necessity for these rela- 
tively high rents and verify this statement of the sponsor. If this is the case, 
there is no reason to believe a Wherry project will do better, and housing is 
vitally needed. 

(g) The sponsors, as represented by Mr. J. Deming Whiting, have indicated 
their willingness to enter into agreement with the FHA, satisfactory to both the 
FHA and the Department of the Air Force, at the time of closing, to assure 
priority or preference of opportunity in the occupancy of the housing project to 
civilian or military personnel (including Government contractors’ employees) 
assigned to duty at Turner Air Force Base. 

(h) This project, or a better one, is urgently needed to house military 
personnel of Turner Air Force Base. The base commander, Deputy Commander 
Second Air Force, and Strategic Air Command have all requested that action be 
expedited. Since it is understood to be one of those unusual projects near a 
base which would be insurable on its own merits; since time will be saved by 
processing it under title II as against title VXIX; since no increase in quality 
is to be expected in this case under title VIII; since the project was in process 
prior to the July 1, 1950, freeze; and since the sponsor has stated that no project 
can be built under the freeze limitations, it is recommended that the Commis- 
sioner determine such housing to be military housing in view of the justifiable 
military demand in the area over and above justifiable civilian demand. 
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The above information is presented to you in the hope that it will facilitate 
your determination of whether the project is eligible for exception under the 
July 1, 1950, freeze order affecting the loan-to-value ratio. 

Sincerely, 
W. J. McNEIL. 
EXHIBIT B 
NOVEMBER 7, 1950. 
Re project 061-00035, Turner City Apartments, Albany, Ga. 
Mr. R. E. MATHESON, 
State Director, Federal Housing Administration, Atlanta, Ga. 

DEAR Mr. MatHESON: The Department of Defense has submitted to the Com 
missioner the following facts regarding the captioned project : 

(a) Location: Off northwest edge of Turner Air Force Base. 

(bv) The sponsors are the Turner City Corp., including W. D. Owens, Tom P. 
Malone, J. D. Whiting, and Richard Tift. The builder is Byck-Worrell Con 
struction Co., of Savannah, Ga. 

(c) The project is composed of 300 2-bedroom units to rent at $62 per month; 
rental to include refrigerators, ranges, space heaters, cold water, and ground 
maintenance. 

(d) The project is designed for occupancy by military and civilian personne] 
stationed at Turner Air Force Base, which is a permanent Air Force base. 

(e) The sponsors have indicated their willingness to enter into agreement 
with the Department of the Air Force at time of closing to assure priority or 
preference of opportunity in the occupancy of the housing project to civilian or 
military personnel assigned to duty at Turner Air Force Base. 

The Department of Defense has requested that the Commissioner consider 
this project to be military housing in view of the justifiable military demand. 

Pursuant to the foregoing, the Commissioner has determined this project to 
be military housing, and you are authorized to issue a commitment in accord- 
ance with the administrative rules in effect prior to July 19, 1950, provided that 
your office determines this project meets all the requirements of section 207 
from an economically sound basis and that the rentals of $62 per month can be 
obtained and are in line with rentals in comparable projects on a competitive 
basis. 

Enclosed is copy of a letter of September 8, 1950, from Mr. W. J. McNeil, of the 
Office of the Assistant Secretary of Defense, which is for your file. 

Very truly yours, 
CLYDE L. PowE.Lt, Assistant Commissioner. 


EXHIBIT C 
MILITARY PREFERENCE OCCUPANCY PRIORITY STATEMENT | 


DECEMBER 20, 1950. 
To Federal Housing Administration and Department of the Air Force: 
The undersigned certifies that preference or priority to occupy the family units 
contained in the project dwelling or dwellings, to be covered by the mortgage for 
which application has been made for insurance, FHA project No. 061—00035-B, 
will be given to civilian or military personnel of the Army, Navy, Marine Corps, 
or Air Force and their immediate families (including Government contractors’ 
employees) assigned to duty at Turner Field Air Force Base, near Albany, Ga. 
TURNER City Corp., 

By W. D. OwENs, 

President. | 

Attest : 

[SEAL] ToM MALONE, Secretary. | 
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ExuHIsir D 


UNITED STATES MARINE Corps Depor oF SUPPLIES, 
ALBANY, GA., AND TURNER AIR FORCE BASE, 
Albany, Ga., February 2, 1953. 
MCDS file: Ser—14/ghe. 
TAFB file : 620. 
Memorandum of agreement between the Marine Corps Depot of Supplies and 

Turner Air Force Base, Albany, Ga. 

Subject: Turner City title 207 housing project, joint utilization of. 
References: (a@) CMC itr CSK-440-he of August 11, 1952, to CofS, USAF. 
(b) USAF Memo of August 25, 1952, to CMC, 

1. By references (@) and (0b), the Chief of Staff, United States Air Force, and 
the Commandant of the Marine Corps agreed that the 300 title 207 units in the 
Turner City housing project be considered a joint asset of the Air Force and the 
Marine Corps, and that the allocation of these units be made on a proportionate 
basis determined by the number of married personnel of each service qualified 
under the same policies as are applicable to title VIII housing projects. It was 
further agreed that the specific implementation of this allocation agreement be 
a joint responsibility of the respective local commanders, subject to review from 
time to time as the relative strengths of the two commands change. 

2. In compliance with references (a) and (0b), the following agreement has 
been reached between the Marine Corps Depot of Supplies and Turner Air Force 
Base relative to the joint utilization of subject housing project: 

(a) The number of units allocated to each command will be in direct propor- 
tion to the total married military personnel, plus one-third of the married civil- 
ian personnel, including and above the rating of GS-5 (graded), and quarter- 
man, wage board grade 27 (ungraded), permanently assigned to each command. 

(b) A housing officer appointed by Turner Air Force Base and a housing 
officer appointed by the Marine Corps Depot of Supplies shall, in cooperation 
with officials of the Turner City Corp., monitor the placing of personnel of the 
two commands in the Turner City housing project. 

(c) After quotas of housing for each command have been established, based 
on paragraph (@) above, there will be a semiannual review of strength of each 
command as of January 1 and July 1, and relative quotas adjusted accordingly. 

(d) In order to achieve maximum occupancy of subject project by personnel 
attached to each command, it will be incumbent upon the housing officers to 
utilize their respective quotas as fully as possible. In the event that one com- 
mand cannot utilize its full quota, the unassigned portion will revert to the other 
command, until such time as it is again required by the former. In the event 
that neither command is able to utilize its quota, the unassigned portion shall 
revert to the manager of the Turner City Corp., until such time as again required 
by either command. 

(e) Adjustments and readjustments in quotas of each command will be made 
by attrition. Under no circumstances will a change in quota of housing assigned 
to either command be used as a basis for eviction of any tenant of Turner City. 

3. Any additional policy matters relative to the joint utiilzation of subject 
project will receive the approval of both commands prior to implementation. 

R. P. ROFrMAn, 
Brigadier General, USMC, Commanding. 
JOHN J. EASTON, 
Colonel, USAF, Commanding. 


EXxHIBiIt D 


DEPARTMENT OF THE AIR FoRCE HEADQUARTERS, UNITED STATES AIR FORCE, 
Washington, D. C., May 28, 1951. 

AFMAI-3 
Subject : Monthly report of the status of housing construction. 
To: Commanding officer, Turner Air Force Base, Albany, Ga. 

1. It is requested that, beginning with April 30, 1951, a report be submitted 
on your title II, section 207, housing project in accordance with AFR 93-7A 
(August 25, 1950) and AFR 93-7C (March 29, 1951). 
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2. One of the reasons for this report is that it will assist in obtaining defense 
order ratings for your project from the National Production Authority. 
By command of the Chief of Staff: 
NORMAN J. CRANFORD, 
Lieutenant Colonel, USAF, Executive, Housing Office, 
Directorate of Installations, Office, Deputy Chief of Staff, Materiel 
2 Enclosures: 
(1) AFR 93-7A (August 25, 1951). 
(2) AFR938-7C (March 29, 1951). 


EXHIBIT F 
OCTOBER 2S, 1952 
Re Turner City, Title I1, section 207, housing project, Turner AFR, ¢ 
Mr. J. D. WHITING, 
Post Office Box 1163, Albany, Ga. 

Dear Sir: Your attention is invited to the enclosed copy of our letter to you, 
dated June 6, 1952, requesting the number of vacant units and turnover of the 
tenants for the month. A majority of the Air Force title I] project managers 
furnished the above information for the month of September prior to the 10th 
of October; however, we have not recevied the information on your project for 
the month of September. 

In our efforts to keep your project in a wholesome condition, the vacancy and 
turnover report is necessary. Any project manager should have the required 
information at his fingertips, and it should not take more than 5 minutes of his 
time to fill out the form and drop it in the mail. Your project may have no 
vacancies and very few turnovers; however, it is necessary for the control chart 
that is being compiled in this office to show the same type of information each 
month for all Air Force housing projects. A copy of this chart is sent to each | 
command and base commander each month with a letter requesting their assist- 
ance in filling the unit. The chart is not complete and cannot be mailed out 
until each project manager has reported. 

We will appreciate it very much if you will instruct your project manager 
tu send the information requested in the enclosed letter to us as soon as possible 
after the last day of each month. 

Sincerely, 
Rosert L. DuBose, 
Lieutenant Colonel, USAF, 
Family Housing Group, Directorate of Installations, DCS/O. 


ec: Project manager, Turner City, Turner AFB, Ga.; Commanding Officer, 
Turner AFB, Ga. 

Mr. Rarns. Our next witness is Mr. Robert W. Hemphill of South 
Carolina. We are glad to have you, Mr. Hemphill. 


STATEMENT OF HON. ROBERT W. HEMPHILL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hemeuityi. Thank you, Mr. Chairman, and members of the 
committee. 

I deeply appreciate your allowing me to come be fore your com- 
mittee and express my views in support of H. R. 10637. This is an 
excellent piece of legislation, will do much for this country, and I hope 
your great committee may think it necessary, and that we can enact 
it into law. 

I make no claim of being an expert in home financing, although I 
have had the privilege of helping many people in connections with 
home loans, farm loans, and other financial ventures, as a country 
lawyer in my hometown of Chester. From those experiences, I have 
come to the unmistakable conclusion that the best way, materially, to 
create good citizenship is in the building and providing of homes. 
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The home is as necessary to a family in the American way of life as 
any other thing we may think of, except food, drink, and clothing. 
The man with a home has responsibilities, recognizes these responsi- 
bilities, recognizes the need for a sound eovernment to protect his 
home and the sacredness of that home. He becomes a little proud 
that he is a homeowner, and well he might be. Not everyone can own 
a home. 

I think of the wonderful programs for the veterans which have en- 
abled them to get GI loans for homes. I watched them come out of the 
service, like I did, broke, somewhat confused, and a little uncertain. 
Then, under the GI bill of rights, they were able to purchase homes. 
Immediately their security was somewhat snehaioed: and their citizen- 
ship purposeful. 

1 understand that you have several amendments to the bill and I 
am sure that this committee will recommend other changes. I do 
know a good idea when I see one. So while I will not get into the 
specific details of the bill, I do want to endorse heartily the objectives 
behind this plan. 

In my opinion, this bill will help stimulate home building and home- 
ownership. I have talked to quite a number of savings and loan 
executives, home builders, and realtors and they all agree that there is 
a need for this plan. In my State the majority of ‘home mortgages 
are conventional and, as you know, most of these loans require a sub- 
stantial downpayment. If this plan is enacted, savings and loans 
will be able to make higher percentage loans and spread the risk of 
these loans over the entire country. This is a sound basis for making 
these higher percentage loans, and even if the lender doesn’t go to the 
full 90 percent, he can offer the prospective home buyer something 
better than a 60 or 70 percent loan without endangering the savings 
entrusted to him. 

I like the plan also because it doesn’t involve Government funds. 
The initial capital would come from the savings and loan associa- 
tions themselves, through the Federal Home Loan Bank System. The 
liability of the corporation insuring these loans would be limited to 
the assets of the corporation. In this connection I think one point 
should be emphasized and that is that this insurance runs to the lender 
and the lender would be well aware that the Federal Government is not 
obligated to make up any losses the corporation might sustain. 

I am informed the savings and loan business is behind this plan 
100 percent, or at least as close to 100 percent as it is possible to be 
behind anything. They will do everything in their power to make 
the plan work ‘and the industry leaders agreed to give the Board 
complete authority to make the plan work. 

This includes the authority to prevent any abuses that might creep 
into the plan. As you know, the plan has a coinsurance feature and 
the lender would pay any foreclosure costs involved. I believe these 
two items alone are sufficient to minimize any abuses, but to be on the 
safe side, the Board would have the unlimited right to expel any 
member whose method of operation is not consistent “with the Board's 
idea of sound and economical home financing. 

For these reasons I am in favor of the general plan of H. R. 10637 
and I hope that this committee will include the idea in your housing 
bill. 


28431—-58————25 
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I point out to them that it is harder now than ever to accumulate 
the little nest egg necessary to make the downpayment. Taxes are 
heavy, because of our waste in foreign spending, and the foolishness 
of our foreign policy. The fact that we are throwing our money away 
and that we have inflation and that we are heavily in debt, that we 
have no leadership in government and the men at the White House 
have been accused of taking bribes, could not deter us from doing this 
good thing for the potential of the homeowners of America. 

The young couples starting out now need every help they can get to 
make a go of it. It is my firm belief that the proportionate number 
of divorces will decrease as the number of homes for our people 
increase. Whena couple has a home of their own, even though heavily 
mortgaged, they have a pride in it, and work together to make it com- 
fortable, presentable, and to add to it and improve it, think together 
of the finances, and work together toward the amortization of their 
mortgages and indebtedness. It inevitably means harmonious team- 
work. 

I have also pointed out to those who oppose this legislation that, on 
other occasions, the Government of these United States has stepped 
in to help the homeowner. We have the hore-loan banks and we 
have had the Home Owners Loan Corporation. We have had the 
Federal Housing Authority. We have had home institutions built 
under the Farm Security Administration. I have mentioned the GI 
bill of rights above, and we all know that the Veterans’ Administration 
has long recognized this role in helping the veteran to get a home. 

Now we come to the legislation before us today. A] it does is rein- 
sure up to 90 percent of 20 percent of the amount of the mortgage, or 
18 percent. When the loan is paid down to 50 percent the guaranty 
expires. 

Actually, it is an opportunity for those building and loans and other 
institutions which are hampered now by the restrictions, to enlarge 
their field of loans, to be of more service to the community, and to 
encourage home ownership. 

I want to associate myself with any good thing that encourages 
homeownership. I believe this legislation will, and I hope this com- 
mittee will soon bring it to the House of Representatives for action. 

Infinite to those who oppose this legislation, and I am satisfied 
honestly so, I am quoting here, verbatim, a letter I received today 
from Mr. C. Douglas Wilson, of Greenville, S. C., whose institution 
has been wonderful help to the builders in my district. Mr. Wilson 
is sincerely interested, and I hope this committee will take into con- 
sideration the things pointed out in his letter in considering this 
legislation : 





Your letter of July 9 is greatly appreciated, and although you disagree with 
me, I want you to know that I respect your position. I have always admired 
people who have the courage of their convictions and who do not hesitate to 
make known their position even though their views may be in opposition to 
mine. 

I also note that it is your considered opinion that the building and loans do 
a great service. I thoroughly agree with you, and I am very friendly with the 
presidents of several building and loan associations, and cooperate with them 
just as they do with us on many things. 

Assuming that there is a need for the type of program as contained in H. R, 
10637, do you not feel, as I do, that it is discriminatory inasmuch as practically 
no other investors except savings and loan associations have access to it? The 
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Mortgage Bankers Association of America has spent Over a year working with 
savings and loan officials endeavoring to work Out a proposal which would 
benefit all segments of the industry. The MBA thought they were making 
progress toward this end, but during the latter part of May the savings and loan 
industry redrafted their proposal to make it perfectly clear that no organization 
which is not a member of the Home Loan Bank System could take advantage of 
the new guaranty program. The savings and loan industry has access to the 
GI loan program and to the FHA loan program just the same as all other 
investors. They are not at a disadvantage by dealing through the FHA and GI 
loan programs, yet they do want other investors in the Home Loan Guarantee 
Corporation program. Is this fair? 

It was certainly kind of you to write me, which I appreciate, as well as the 
nice reception you gave me when I called on you in Washington in April. | If it 
is not too much trouble, I would appreciate your consideration of this bill 
from the standpoint of its being discriminatory. One member of the committee 
has changed his views because he feels that the proposed program should not be 
confined to one particular group. 

I have previously written to Mr. Wilson telling him of my being 
in favor of the legislation. I am still in favor of the legislation but 
I hope you can satisfy al] those who are interested. 

I thank you for allowing me to appear. I will be glad to try to 
unswer any questions the committee may have. 

Mr. Ratns. That is a very fine statement, Mr. Hemphill. I sug- 
gest this to you: If we do get it through the committee and get it on 
the floor of the House, if you would make that speech in support of 
it, it would help considerably. 

Mr. Hempuiin. Sir, if I can get the time I would be most happy to. 

Mr. Rarns. I like your suggestion in which you recognize that the 
bill as of now is not a polished piece of legislation and that if it is 
to be, this committee has got to do some work on the bill which we 
intend to try to do. I think its objectives as you stated, are good, and 
I think you would agree that this committee should do its best to see 
that the home purchaser, the Government, and the lender as well, are 
all treated fairly in the deal and that is what we want to do. 

Mr. Hemruty. Certainly. 

Mr, Rains. I appreciate your coming before the committee. Any 
questions ? 

Mr. Apponizro. I have no questions, Mr. Chairman. I just want 
to congratulate Mr. Hemphill on.a.very fine statement and I was 
certainly pleased to see that you have an open mind on this particu- 
lar legislation and are willing to accept the judgment of the commit- 
tee as far as amendments are poneutied: 

Mr. Hempnity. I have every confidence in your committee, sir. I 
came to appear because I wanted not only my people but your com- 
mittee, to know of my support of the legislation. 

Mr. Apponizio. Thank you. 

Mr. Rarns. Any questions? 

Mr. McDonoven. No, except to thank you for your appearance 
and your views and recommendations. We are glad to have you. 

Mr. Hempuitn. Thank you, sir. 

Mr. Ratns. Thank you very much. 

Our next witness is our friend George Miller, of California. Come 
around, Mr. Miller. 
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STATEMENT OF HON. GEORGE P. MILLER, A REPRESENTATIVE IN 
CONGRESS, STATE OF CALIFORNIA 


Mr. Miuier. Thank you, Mr. Chairman. 

Mr. Chairman, and members of the committee, I appear here today 
in support of a bill that I introduced, H. R. 13306, that would amend 
title IV of the Housing Act of 1950 with respect to college housing 
and the definition of educational institutions. 

This is similar to a bill introduced by Senator Douglas and is 
identical with bills that have been introduced here by other members, 
including Mr. Harlan Hagen, who is here present. 

The bill would amend the provisions of the college housing act 
to allow student cooperatives to borrow funds directly from the Gov- 
ernment as do the educational institutions themselves under the col- 
lege housing program. a 

These loans would finance low-cost dormitory facilities to be owned 
and managed by cooperative organizations of students on various 
college campuses throughout the country. The amendinent applies 
to title IV of the Housing Act of 1950. The bill technically will make 
student cooperatives eligible for direct loans on the same basis that 
funds are now available for loans to colleges for dormitories to be 
operated on a rental basis. 

Student cooperatives, however, provide ownership of the facilities 
by students themselves with a greater sense of responsibility placed 
on them. Student labor for the maintenance and operation of these 
housing facilities provides training in the assumption of the respon- 
sibility in management. These factors strengthen the democratic 
processes of college education. 

I have a rather long statement here, Mr. Chairman, that I am not 
going to burden the committee with at this time. 

Mr. Rais. You may put it all in the record and answer a few 
questions. 

Mr. Mutter. Well, I will put part of it in the record, but I do 
want to bespeak consideration of college cooper: atives. 

One is operated at the University of California that presently is 
providing cheap housing for over 900 students. It has physical as- 
sets of over a million and a half dollars. The university is anxious 
to see this expanded by another 500 housing units that would again 
attract and make provision for students of that category. Of course, 
the bill provides that this will only be available where none of the 
profit inures to any individual or group, and it is the application of 
the coonerative effort that has worked out so well in other fields of 
our endeavors, particularly agriculture, to students and to those 
seekin to obtain college educations. 

It allows these people to earn a part of their sustenance, obtain it 
by furnishing the services such as waiters, janitors, or caretakers of 
the institution. It is a real self-help project in the best American 
tradition. 

Mrs. Sutitvan. Mr. Chairman, at that point could we ask the 
Coneressman to tell how a student partic ipates. What does a student 
do when he comes into this co-op housing plan ? 

Mr. Miter. The student joins the cooper: ative like a person joins 
any such group. The one at the University of California dates hack to 
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the depths of the depression when about a dozen students living in a 
substandard manner banded themselves together and rented a house 
and induced other students to join them and work with them. They 
did their own cooking, laundry, and so forth, and thus supported 
themselves. 

In many cases the total cost of their living only required about 
$21 cash a month. Many of them could not have gone through col- 
lege but for the fact that through this cooperative effort they were 
able to live and able to proceed, 

The movement has grown and developed at the University of Cali- 
fornia until it now has over 900 membership. It owns real estate 
and housing, as I say worth about a million and a half dollars. They 
want to expand their facilities. I understand there are about 6 other 
universities and colleges throughout the country that have this type 
of student cooperative for worthy, willing, or needy students to help 
themselves through college. 

Mrs. Sutxiivan. Congressman Miller, this has now been going on 
for a number of years ? 

Mr. Miuirr. Since about 1933 at the University of California. 

Mrs. Suutivan. Now if a student comes into college today and 
wants to participate or get into this type of co-op housing, how would 
he go about it ? 

Mr. Mier. They apply, and if there are facilities for them they are 
admitted. It is not a proposition where they can go in and just pay 
their board and rent. The have to participate in the activities and 
the activities may run anywhere from 1 hour a week to 5 hours a week 
work, depending on the circumstances, and that contributes to their 
fee for maintenance in the cooperative. 

Mrs. Sutiivan. In other words, they apply for that type of living 
accommodation and then if they are accepted they participate. 

Mr. Mitier. Yes. 

Mr. Rarns. I am sure the committee and I know something about 
this situation. I lived in a similar situation except mine was a medical 
barracks during the ae Pe in college. I know we are sympathetic 
to the idea, Mr. Miller, but this poses a difficult legal question for the 
committee. The concept of college housing is that there shal] be back 
of it a legal entity and an institution that would make the loan by the 
Federal Government safe and secure: just like on loans to cities, we 
require the signature of the cities, and so on. I just know that we 
want a legalentity. So I want to ask you two or three questions. 

Would your institution be willing to sign as a cosigner? 

Mr. Mrrirr. I believe it is contemplated that the institution—this 
could only be done at the instigation of the institution—there is a pro- 
vision presently in the bill, which provides that upon the dissolution of 
which all property purchased or proceeds from the sale of any such 
property pass to such institution, that is the parent institution. 

Mr. Rarns. That is the next question I was going to ask. That 
would be essential. 

Mr. Minirr. Yes, and this mstitution, incidentally, a member of 
the faculty sits in on it and it is recognized by the university. 

Mr. Rarns. Well, it is a part of the institution, and therefore, I 
believe it ought to have another saving clause in it, that the loan shall 
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be granted in the name of the cooperative and that the institution 
which is the parent institution where the cooper ative operates become 
a cosigner and in addition in the event of dissolution—you say it is in 
your bill—that all of the facilities would go back to the institution. 

Mr. Miter. That is right. 

Mr. Rains. I hope we can write it. I am sure everybody favors it. 
It is just a matter of whether or not we can get the technicalities 
ironed out. 

Mr. Mier. Well, I believe that this very fine committee of yours 
that has struggled with many more difficult problems can polish that 
up. 

Iam not a lawyer. I haven’t tried to set the thing up, but I am con- 
vinced that this is a way in which students can help themselves. This 
is like any cooperative where they help themselves. 

Mr. Rarns. There are some people who think you could do this now 
under section 213, which is the « operative sec tion of the Housing Act, 
but I assume it would be better, since it has to do with college housing, 
to come under the college housing section. 

We will do our best. 

Any questions? 

Mr. McDonough. 

Mr. McDonoven. I appreciate your appearance here, Mr. Miller, 
and I appreciate your suggestion. The question in my mind has been 
partially answered by the question of the chairman. 

Also, you stated—and you seem to be quite familiar with this— 
that over the years this organization at the University of California 
has developed assets of more than a million dollars. 

Mr. Minter. Yes, sir; so I am informed. 

Mr. McDonoveu. You don’t know from what source they obtained 
their capital funds to develop these houses and facilities? 

Mr. Mitter. No;I donot. Iam told that there are so many people 
that have passed through it that some of their graduates have even- 
tually come back to help them. I suppose through prudent manage- 
ment over those years and the fact that these people aren’t looking 
for things that are too plush that we have succeeded in doing this. 

I have letters here from the university itself, from the members of 
the faculty and graduates. 

Mr. Mc ‘Donoveu. However, all of the assets that they have now 
were obtained without any Federal help at all. 

Mr. Mixer. That is right. 

Mr. McDonovucu. And now you are proposing that an authoriza- 
tion of funds in this bill be provided for future acquisition of prop- 
erty and facilities. Now, under “Facilities,’ do you mean the fur- 
nishings for the houses? 

Mr. Mixture. I don’t know. I have not given that any particular 
thought. That is not included. I think if you helped them get the 
house, they would manage to get the furnishings. 

Mr. McDonoveu. In other words, then, just to get your idea, you 
would be satisfied with an authorization for a certain sum of money 
for the acquisition of land and buildings in the same manner as the 
college housing section of the bill ? 

Mr. Mitier. I would say I would. On the other hand, if it would 
be possible to write the law so that those things that are particularly 
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fixed could be furnished—fixed to the premises—could become part of 
them, I certainly wouldn’t try to limit a group such as this. 1 would 
be as encouraging or as liberal as I could with them. 

Mr. McDonoveu. Now, do you have any idea what amount of money 
should be necessary to take care of the various colleges who might 
take advantage of this? 

Mr. Mituer. No, I haven’t even tried to estimate that, but I imagine 
that it would be in keeping with what is being done under the college 
housing program now, and that is all we are trying to do—to give 
these recognized student cooperatives the same break that we give 
institutions where they want to do it themselves. 

Mr. McDonovucnu. Long-term mortgages at low interest rates. 

Mr. Mitier. That is right. 

Mr. McDonovueu. Thank you. 

Mr. Rains. Of course, I think the bill has been drafted that way 
but we would want to keep i in mind that we would have to keep these 
true cooperatives, that we couldn’t make loans to fraternities and 
things of that sort. 

Mr. Minzer. Oh, no, in the bill itself, my bill, it specifically pro- 
vides—or in this bill which is similar it provides (1) this subsection 
without regard to their afliliation in any social, fraternal, or honorary 
organization. In other words, we were not trying to get a bill that 
will allow some fraternity that perhaps has some sources of money 
to get together and call themselves a cooperative. 

Mr. Rarys. It has to be a true cooperative. 

Mr. Miniter. Yes, we would safeguard that. 

Mr. Rains. Thank you, Mr. Miller. We appreciate your coming. 

Our next witness, and I assume on the same subject, is our colleague 
Harlan Hagen, of California. Come around, Mr. Hagen. 

Mr. Hagen. Mr. Chairman and members of the committee, I shall 
try not to take too much of your time. 

r. Rarns. We are glad to have you. 





STATEMENT OF HON. HARLAN HAGEN, A REPRESENTATIVE IN 
CONGRESS, STATE OF CALIFORNIA 


Mr. Hacen. I have a bill which I assume is identical with the one 
which Congressman Miller has and which I also assume is identical 
with the one presented by Senator Douglas in the Senate. 

I might say at the outset that I do not have any part of the Uni- 
versity “of California in my district. I am a graduate of the institu- 
tion, however, of the law school, and went there from 1934 through 
1940. I did not reside in this student cooperative, but to describe the 
situation, I have visited law school classmates of mine who have lived 
there. The typical situation at Berkeley was that there were about 
12,000 students then, and I believe there are more now, and the bulk 
of them did not live in fraternities or sororities, and they did not have 
at that time any college-sponsored dormitory housing. 

As a consequence, most of the students lived in a corner room in some 
widow’s house. Some of the rooms were not too good. They ran all 
of the way from $5 a month to $20 a month. 

This Barrington Hall, which was a student cooperative, provided 
a real service at a low cost, comparable to that which could be secured 
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at these priv: ite homes. Not only was the cost of the rooms just as 
cheap as it was in this range of $5 to $20, but also they provided the 
equivalent of life in a fraternity, shall we say—a little more serious 
I think perhaps—and it met a real need, and as Mr. Miller has indi- 
cated, through the operation of over 25 years they have accumulated 
a substanti: J capite al. So it has been a successful oper: ation. 

In connection with your questions, there are a great many forms of 
cooperatives, of course, which buy and hypothecate property, acquire 
debt all of the time. That would be true of this cooperative. It 
would have a continuing identity, although the indiv idus ul ownerships 
in it, so to speak, would change, much as the ownerships in a cor- 
poration. 

In the case of the University of California this cooperative is oper- 
ated under the blessing of the university, and various members of the 
faculty serve as advisers to it. 

I believe that it could be written in a fashion that there would be 
adequate guaranties for the housing authority in any loan of this 
kind. I might point out that this subject was covered in the Senate 
hearings. 

In the report of hearings starting at page 653, there are some letter 
inserts. ‘There is reference to this direct loan proposal in Mr. Miller’s 
bill and my bill and, in addition, at one point there is stated an amend- 
ment should be made to section 201 (g) of the Housing Act so that 
college dormitories which do not normally have family units can 
receive the benefits of FHA mortgage insurance. 

Under the present statute a student cooperative dormitory cannot 
receive FHA insurance unless the project is designed for f: umily units. 
I think this is a different consideration from that contained in my 
bill and should also be considered by the Congress. 

Mr. Chairman, I believe that is all I have to say, except in the 
Senate record of hearings there is a letter from Julian Zimmerman, 
Director of the HHFA, opposing this on the basis that there should 
be some adequate financial security. 

Mr. Rats. Don’t vou think that this committee should write into 
the act the necessary financial security, such as a cosigner or something 
of the sort. 

Mr. Hacen. I believe that would be possible. 

Mr. Rats. This is like a State or city as far as the university is 
concerned. They don’t want their budget burdened with a direct 
charge against them, but they wouldn’t be so burdened if you had 
something like a second mortgage - 

Mr. Hagen. Also this housing ‘falls within a different ¢ ategory of 
cost as contrasted with what a university would normally build itself. 
University buildings would have to meet certain standards which, 
pet *h: ips, this wouldn’ I meet, SO the LV might be W illing to cosign for it 
without actually engaging in the construction. 

Mr. McDonovenu. Mr. Chairman 

Mr. R AINS., Yes, Mr ri Me ] Yonough. 

Mr. McDonoven. Mr. Hagen, you referred to Barrington Hall. 
That is the center of the present cooperative organization at the Uni- 
versity of California. 

Mr. Hacen. At the time I was there they had one building and it 
extended through a whole block. I don’t know how many units they 
had, but they must have had 500 students living there. 





HOUSING ACY OF 1958 385 


They manage d 3 it themselves. ‘They did all of the labor. They had 
a student manager who later married my brother-in-law’s sister. 

Mr. McDonoven. Did the cooperative own Barrington Hall? 

Mr. Hacen. That is my understanding; yes. 

Mr. McDonoven. Now in the writing of this legislation, this bill, 
do you think we should provide for the loans for the construction 
of these cooperatives, of course, with the understanding that it would 
be for the building alone, because these cooperative buildings would 
be erected on the campus no doubt, and, consequently the land would 
be owned by the unive rsity. 

Mr. Haaren. No, sir; I don’t believe that is the proposition. 

Barrington Hall is n ‘ot built onthe campus. It is not on university 
property. It is acd): cent thereto; but it is owned | DY the coope rative. 
The realty itself is owned by the co- op. 

Mr. McDonoven. In other words, then you think this legislation 
a provide for a loan for the buying of the land and the building? 

Hacen. Well, I assume, perhaps, if they could get a loan on 
es b uilding they could, perhaps, raise the money to buy the realty, 
but that should certainly be considered. 

Mr. McDonoven. Just to get your view on that, do you mean the 
cooperative should own the land before the loan is granted, or should 
get the Joan commitment with the understanding that they buy the 
land? 

Mr. Hacen. Well, I would say that I believe the loan should be for 
both the land and the construction, but if you get half a loaf, it would 
be better than nothing. 

Mr, Ratns. That would have to be determined by regulations which 
now apply in the college-housing program. I think they would have 
to own the land, but we will let them work that out. 

Mr. McDonovan. You see, the loans heretofore on all housing have 
been conditioned on the fact that the land is owned, and that poses 
a question I was wondering about. Now, I have asked Mr. Miller, 
and I would like to ask you about the facilities for the operation of 
the place, the interior Reon and others, furniture. 

Mr. Hacen. Well, I am certainly of the opinion that they could 
manage that. The ae nce of this Barrington Hall cooperative is 
significant because they acquired the building and the furniture and 
eve yong else without any guar: unteed loan whatsoever, but it is not 
an ideal place for college residents. It met a need. I imagine they 
have improved it, but at the time it was a privilege for students who 
had to go to college on low budgets and it was better than they could 
otherwise get. It wonldn’t be up to the standard of a gga ‘y built 
by the college itself, but [ am certain that they could provide the 
minimum facilities for fixtures that they would need. 

Mr. McDonoven. Do you know whether any institutions have con 
tributed to the college cooperatives on the campus of the University 
of California, such as the Ford Foundation, or others ? 

Mr. Hacen. I have no knowledge of that. 

Mr. McDonovuen. How did they acquire the assets they have; do 
you know from what source 4 
' Mr. Hagen. T guess just by dint of hard work, Congressman Me- 
Donough. They started out on a very small scale and ultimately they 
were able to get enough students livi ing in one place that they were 
able to buy the building. 
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Mr. McDonoveu. Has there been any attempt to secede from the 
State of California ? 

Mr. Hacen. Well, I don’t believe the State of California has ven- 
tured into the guaranteeing of loans for any particular, to my knowl- 
edge, or various other activities that might be related. 

Mr. McDonoveu. That is all. 

Mr. Hacen. Mr. Chairman, I have a letter addressed to Mr. Harry 
Kingman, a former athletic coach at the University of California, 
from a Dudley Dillard, head of the economics department at the Uni- 
versity of Maryland, who apparently lived at this co-op at Berkeley 
and heartily endorsed it. I would like to insert that in the record. 

Mr. Ratns. It may be included. 

Mr. Hacen. Also a memorandum from Mr. H. C. Norton, who is 
the buyer-manager of the University of California’s student co-op at 
Berkeley, Calif., in which he gives some of the background detail on 
this particular co-op. 

Mr. Ratns. That may be included. 

Mr. Hagen. And one more letter from a Mrs. Richard Carlisle, who 
is a constituent of mine, who lived at a co-op. 

Mr. Ratns. Very well. 

(The letters referred to are as follows:) 


CHINA LAKE, CALir., July 5, 1958. 


DEAR Mr. HaGen: Recently an amendment to the college housing program of 
the Housing Act of 1950 has been introduced to the House of Representatives. 
This would permit direct Federal loans to certain nonprofit organizations provid- 
ing housing for university students. 

My interest in this bill is in particular as an aid to the University of California 
Students’ Cooperative Association at Berkeley. Due to university expansion 
some of the largest dorm facilities are being taken from the co-op for other 
purposes and their hope is to build a new dorm for 500 students to be largely 
financed under the provisions of the new bill. 

I am an alumnae of Cal and of the co-op where I lived during my junior and 
senior years at Cal in 1941-48. I can vouch for how much this low-cost housing 
can mean to students trying to get through college with minimum finances. The 
cooperative at Cal has been operating for 25 years and has accomodated about 
15,000 members during those years. I understand that they have over 600 
students at present living in the co-ops and that the rate for board and lodging 
runs $204-$236 per semester compared to $380-$435 in the university dorms. 
The university is at present able to borrow from the Federal Government to 
construct such dorms and it seems to me that this privilege should be extended 
to the cooperatives who cater to the low-income student so effectively. Without 
this change in the bill the good the co-op can do will be seriously hampered 
by lack of dorm space. 

Any support you can lend to the bill in question will be greatly appreciated. 

Please give my regards to Mrs. Hagen. My husband enjoyed meeting you 
both and chatting with her at greater length a couple of weeks ago. I have not 
forgotten how much she added to my pleasure while we were in Washington last 
year by her invitation to the cherry blossom luncheon. 

Very sincerely yours, 
Mrs. RrcHArD T. CARLISLE. 


From H. C. Morton, Buyer-MANAGER, UNIVERSITY STUDENTS Co-op, 
BERKELEY, CALIF. 


1. Estimated that 15,000 students have utilized USCA facilities in 25-year 
history. 

2. Financial condition good. Have never defaulted on a loan or bill in our 
existence. 

3. In a recent poll of random sample (10 percent) of selected leaders 29 
percent responded to a questionnaire. On question of financial savings, 42 
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percent answered that they were able to come to U. C. because of USCA. But 
89 percent indicated that they were able to remain at Cal. This is weighted 
in our favor because’these people were leaders but it is evidence that a sub- 
stantial number of Cal students received their university education because 
of USCA. Individual statement from innumerable alumni corroborate this. 

4. Present rates at university dormitories are $380 to $435 per semester room 
and board. Those at USCA $204 to $236 plus workshifts. This is approximate 
difference of $40 per month. Using 690 roomers and boarders only (we have 
about 220 boarders only) this represents a saving of $27,600 per month or 
$220,800 per year (the academic year is 8 months long). This dramatic saving 
is made possible by the workshift program, but not entirely, for low ad- 
ministrative costs and operational savings are also involved. Also it doesn’t 
really matter how the savings are made for these kids; the real fact is that they 
are made. Of course one cannot just multiply our present yearly savings by 
25 years—we didn’t always have this many members and the spread has 
not always been this great. Conservatively we can estimate one-fourth of this 
figure and still have a cumulative savings of $1,375,000, while a 50 percent 
estimate would be $2,750,000. 

5. Present financial condition—total assets $516,224. Total liabilities $132,991. 
Member equity $383,232. Percent of equity to total assets 74 percent. 





COLLEGE PARK, Mb., July 3, 1958. 
Mr. Harry L. KINGMAN, 


The Coronet, Washington, D. C. 

DeaR Harry: Had it not been for the University of California Student 
Cooperative Association I sincerely doubt that I would have been able to go 
through college. I was an undergraduate and graduate student at Berkeley 
during the depression years 1933 to 1940. No financial help was available from 
home, and few jobs were available during the summers or during the school 
year. At Barrington Hall on Dwight Avenue I paid $4 per month for my 
share of a double room with private bath and $14 per month for 21 meals per 
week. We were able to keep the cost of room and board low by doing all of 
our own work. The only paid employees were a cook and a buyer-manager. 

Economy in living was the real basis but certainly not the only virtue of the 
student cooperative. It was a real experience in democratic living. We worked 
together in preparing meals and on the cleanup crews after meals and dis- 
cussed domestic and world issues in the lobby. Meanwhile the operation of the 
association was carried out by elected officers and directors. 

I believe that the Student Cooperative Association has proved itself financially 
responsible and economically effective during the past quarter century. It has 
provided more housing service per dollar of investment than any other uni- 
versity-related organization. Certainly much would be gained by making 
Federal loans directly available to student cooperatives of the Berkeley type. 

Sincerely yours, 
DuDLEY DILLARD, 
Head, Economics Department, University of Maryland. 


Mr. Rarns. Thank you very much, Mr. Hagen, for your testimony. 
Our next witness is our colleague, Mr. Thomas B. Curtis of Missouri. 
Come around, Mr. Curtis. 

Mr. Curtis. Thank you, Mr. Chairman. 


Mr. Rarns. Weare very glad to have you. 
Mr. Curtis. Thank you. 


STATEMENT OF HON. THOMAS B. CURTIS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 


Mr. Curtis. I appreciate the opportunity to testify on a different 
subject than that which has preceded. I want to discuss the new 
section 229 of the Housing Act, which has been included in the Senate 
bill. It has to do with facilities for the aged. I want to state one 
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of the basic interests I have in this is derived from the work I have 
done over a perior of years as a member of the Subcommittee of Ways 
and Means on Social Security. 

We, as you may know, just finished rather lengthy hearings on the 
subject of the problems of the aged as they concerned our committee 
in the social security law. One of the things that I requested at the 
time was that Health, Education, and Welfare make a comprehensive 
survey of all of the various Federal programs that bore on —- sub- 
ject of the aged, because they are—this is one aspect, and a very 
important aspect that is before the great Committee on Bartine and 
 psigaits We have other aspec ts In our committee and I am sure 
there are other committees, particularly Interstate and Foreign Com- 
merce, which treat with some of the other. There ought to be a com- 
prehensive understanding. 

I think no subject seems to be receiving more attention today than 
the problem that faces our older citizens. It is very important that 
their problems receive attention. Indeed, the point has been raised 
of what value has been this increased life span given to us through 
the achievements of our medical and pharmaceutical professions if 
the years added to the lives of our people are to be spent in un- 
happiness. 

What should be one of the greatest boons to mankind has in some 
respects become a bane. I believe it is well within our power to give 
the boon real meaning. However, it requires some clear thinking 
of what should be done. What has been done, although done with 
good intentions, has often produced poor results. 

The problem of the aged is to a large degree a financial problem. 
Most older people are on fixed incomes, pensions, social security, or 
retirements of some sort. Their plans for financing their retirement 
have been thrown out of kilter by two major economic and social 
forces. 

1. Instead of living 10 years they now are living 20 years. This 
is the boon that has become a bane, because the “y have not prepared 
themselves for this financial burden. The cost of staying alive is 
great—unnecessarily great. The drugs and medical care ar : available, 
but their cost is burdensome. 

2. Inflation has hit this group of people most cruelly. What they 
had set aside has been cut in half. Although we have sought to 
alleviate this damage through granting double personal exemptions to 
persons over 65 in our income-tax laws, and in other ways, this has 
amounted to too little for those who get it and has been of no help 
to those in the lower economic brackets who do not have enough income 
to be on the income-tax rolls. 

One way in which we can help these older citizens is to analyze with 
some care just what their needs are and see if we cannot provide the 
facilities that are tailored to their needs. What we have been doing, 
I suggest, is trying to convert the facilities that already exist in our 


society to fit their needs or, equally as bad. to distort their needs to 
fit what facilities exist. This does not work, and it is costly. From 
a phy sic al pl: ant stance lp oll it this fact is cl eal ly cle monstrated. A large 


number of our nursing homes are remodeled, old, multistoried man- 
sions. This type of facility demands a siz: ie portion of the nursing 
home’s budget. Overhead costs are high. I discussed this point re- 
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cently with a nursing home operator back home in Missouri and he 
advised that if funds could be made available for both rehabilitation 
and new construction they could build one-story structures and reduce 
costs one-third of their present costs. This is extraordinary but true. 
So much can be done in this area for so little. And, incidentally, we 
do have a few modern nursing homes that have been built, one-story 
type operat ions, so we have a b: asis of compar ing costs. 

I repeat, we must provide facilities that are tailored to meet the 
needs of our older citizens. Allow me to illustrate further. Older 
people need more medical attention than younger people but do not 
need constant doctor care, nor do they need constant nursing care. 
Yet, ofttimes, they are confronted with the choice of either staying at 
home or going to a hospital. They do not need hospitalization. They 
need something much less expensive, something in between. 

I have heard the figures compared. One-fifth the cost of going to 
the hospital approximates the cost of going to the nursing home. The 
result is we tend to overload our hospitals, and inadequi itely meet the 
needs of the aged, and unnecessarily burden them financially. 

I want to call the committee’s attention to an article I clipped from 
the Sunday Star of just this last Sunday, July 13, 1958, when Dr. 
Overholser, the Superintendent of St. Elizabeths presented a report 
of his survey to the Department of Health, Education, and Welfare, 
on that subject, but the point I wanted to stress is he says this: 

It is our considered opinion that at least 50 percent of the patients whom we 
saw resident in the Geriatric Service could adjust with equal or perhaps better 
ease in a well-run nursing home. 

Mr. Rarns. I saw that in the paper. 

Mr. Curris. I am going to make a confession. I was the first mem- 
ber of the male sex to serve on the board of the Visiting Nurses Asso- 
ciation of St. Louis. I was deeply interested in the work that the 
visiting nurses were doing. I observed how their caseload had 
changed over the years. The primary caseload of the visiting nurses 
used to be instructing young mothers in prenatal and postnatal "are, 
because most births took place i in the homes and not in the hospitals. 
Today, there are very few maternity cases in the home. In place of 
maternity care, the visiting nurses now find their primary caseload 
is geriatrics—teaching the families of older peole in the home how to 
care for the aged person in the home, how to administer a hypodermic 
shot, how to handle other problems of chronic illness or just old age. 

I regret to state that the use of the visiting-nurse approach, which 
is so much less costly than the hospital approach and much more suit- 
able, has not rec eived the attention and the development that it should. 
But it illustrated the point I am trying to make that facilities geared 
to the problems of the aged should be set up specifically for them rather 
than to try to make the aged problems fit into the facilities we have 
been using for the general society. 

So I come to the specific question at hand—the encouragement and 
implementation of nursing homes designed to take care of the aged. 
As a matter of fact, the very terminology Tam using, “nursing homes,” 
confesses that I am ’ guilty of the very thing I am urging that we avoid. 
What we need is not nursing homes in the traditional way we know 
nursing homes to be. Nor do we need old folks’ homes as we have 
known them. We need an entirely new type of facility. It may bea 
village of old folks, such as I have read has been established in Arizona, 
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It may be just homes clustered around a medical facility that is set 
up to care for older people. Frankly, I am not certain just what kind 
of facilities we should be talking about. 

And so we come closer to the question at hand. How do we go 
about providing the type of facilities that will most adequately fit 
the problem of our aged citizens? Do we do it by establishing a 
commission to study the matter, or a congressional committee ? ‘All 
this may help, but I suggest that there is a more direct way, a quicker 
way, a more satisfactory way—indeed, a way which is being followed 
to some extent in the natural course of events, whether the Govern- 
ment is aware of it or not. 

The way is the private-enterprise system. What Government should 
be doing is encouraging what is already coming about. 

So many people misunderstand the private-enterprise system. To 
me it is essentially a trial-and-error system, a system which permits 
individual citizens or groups of citizens to follow out their ideas of 
how to sell to or service certain social needs. The best way I know 
to provide adequate facilities to the older people is to allow various 
people to go ahead and provide what they think the older people 
would like at the price they can best afford to pay. 

Ninety-seven percent of the nursing homes for the aged today are 
private institutions. These institutions are under State regulations, 
and the regulations are improving as experience with the operation of 
nursing homes grows. All that is needed now is to give some encour- 
agement to private enterprise to move more effectively into the area 
of administering to the needs of our aged people. T he Federal Gov- 
ernment is in a very logical position to do just this through the FHA 
program. 

I am familiar with the testimony that George T. Mustin, immediate 
past president of the American Nursing Home Association and chair- 
man of the legislative study committee, will present to your committee 
ata later date. I want to endorse this statement. It is an excellent 
one. It contains many cogent reasons for Federal encouragement in 
this area. 

I believe that in this area the most can be done for the money to 
assist our older people, and this can be done right now. The plans, 
thousands of them—and I have seen many of them—are in existence; 
all they need is financial implementation. Why we have not extended 
the FHA program to include private nursing homes before now is 
hard for me to understand. These are not fly-by-night operations. 
They all must qualify under State standards. Indeed, the Federal 
Government through the use of FHA funds can encourage the growth 
of the State-approved “Nestorian” facilities—I am coining a new term; 
Nestor was the respected older citizen in Homer’s [liad—and give im- 
petus to the growth of qualified private facilities for our older 
citizens. 

I urge this committee to either reaffirm the recent action taken 
by the Senate Committee on Banking and Currency which has rec- 
ommended the addition of the new section 229 to the National Hous- 
ing Act to provide a new program of housing for the elderly; or to 
sive consideration to what, in this subcommittee’s opinion, would be 
the most appropriate legislation for the encouragement of the growth 
of the important proprietary Nestorian facilities that meet adequate 
State standards. 
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Mr. Chairman, I would like to add one other comment. I under- 
stand that there was some question raised by the representatives of 
the American Hospital Association about the definition of “nursing 
home,” as it is included in this bill. This term I want to say was one 
adopted by the American Nursing Home Association of some 5,000 
members, and in their opinion expressed quite well the services of 
their facilities. However, this is a point I don’t believe need disturb 
anyone too much, as the definition set forth in section 631 of the Pub- 
lic Health Service Act, part D, under “Definitions,” I think would no 
doubt be acceptable to the Nursing Home Association. It is simply 
an attempt to give a proper definition to it. 

Mr. Rats. That is already in the law in the Public Health Act? 

Mr. Curtis. That is correct, and we could refer to that, and I am 
fairly sure that would meet the objections. 

Now, I understand there was also an objection to the fact that non- 
profit facilities ought not to be included. My only comment there is 
I don’t see any harm would come from that, because if they preferred 
the grant method, of course, I hope that that would continue. Cer- 
tainly including them in—I had a bill very similar to this—was not 
with any idea in mind of having the lending as a substitute for the 
grant. I just wanted to make those points clear. 

Mr. Rarns. I have raised the question from time to time and it 
struck me as a little odd that a nursing home, since it appears to be 
somewhat of a commercial enterprise, for the FHA, which is essen- 
tially a home-insurance program, to be engaged in it, but when you 
properly define nursing home as a home, and then when you look 
at the fact that FHA insures rental housing projects, then I have no 
difficulty in going along. You do a real good job. As a matter of 
fact, it is going to make us feel good to know we have a good Repub- 
lican supporting us when we get on the floor of the House with that 
particular section. 

I liked your statement very much. 

Mr. Corts. I appreciate the chairman’s statement. I couldn't 
agree more that this really is a housing problem, and as I have seen 
some of these better nursing homes develop, like this one down in Ari- 
zona, it is really sort of a cluster of homes where adequate medical 
facilities were available, but. these people didn’t need to be in hospitals, 
that is a cinch. 

Mr. McDonouen. That was privately financed, Mr. Curtis? 

Mr. Curtis. Yes; that was. Up to date what. private nursing we 
have had, and 97 percent of the people are cared for that way, is pri- 
vately financed, but I should have emphasized this in my statement: 
Their problem is they can’t get traditional loans because it is a new 
type of business, and, as the banker tells them, it is a single-purpose 
type structure and it is new, and I think this is an area where the 
Federal Government could do a little pioneering and, once having 
established that this is sound, and I am satisfied it is sound economics, 
[ think private enterprise could pick up and go from there. 

Mr. Rarns. If the Federal Government would assist by insurance 
it would naturally upgrade the standards of the nursing homes. All 
of us read these terrible things about conditions in some of them 
that are not properly run, and so forth. Don’t you think it would be 
helpful in that respect ? 
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Mr. Curtis. I do, and I want to say this in behalf of the American 
Nursing Home Association: 1 think you will find them be hie d every 
movement to increase standards. In other words, your better opera- 
tors are cognizant of the need for increasing standards. Yes, we cer- 
tainly could, because very properly we would insist if an FHA loan 
were granted, that they meet the highest State standards. 

Mr. Rarys. Mr. Addonizio. 

Mr. Apponizio. No questions. 

Mr. Ratns. Mrs. Sullivan. 

Mrs. Sutiivan. No questions, only to say that with my colleague 
from Missouri, we both recognize the great need for adequate nursing 
homes through the examples and experiences we had back in Missouri 
that were tragic, and anything we can do to help prevent things of 
the at ve would be very worthwhile. 

Curtis. I might say to my colleague those were old homes that 
were veababilite ated, and the best that could be done, Mrs. Sullivan. 

Mr. Rarns. Mr. McDonough. 

Mr. Me Donovan. Mr. Curtis, I appreciate your statement also, I 
think you have given the committee some very good information on 
the whole subject. The bill, as you know, provides for a certain au- 
thorization for the building of homes for elderly people. In addition 
to that, it specifies and defines what a nursing home is, and there is 
a difference between a home for the elderly and a easing home for 
the elderly. It is presumed that the home for the elderly is people 
that need no medical attention at all, and those who are in nursing 
homes need medical attention. 

What is your opinion as to what is the minimum amount of hos- 
pitalization or medical aid that should be provided in a nursing home 
to distinguish it from a hospital ? 

Mr. Curtis. That is a very difficult question. It brings to mind a 
gratifying development whic ‘h I believe occurred in New Orleans. As 
I recall, a certain doctor felt that they were overloading hospital 
facilities by having convalescent patients; so to more adequately pro- 
vide for themselves they moved them out and established a con- 

valescent home. I know the American Medical Association and Amer- 
ican Hospital Association disagree just where the line needs to be 
drawn, and we are going to have trouble, I think, in drawing the line, 
but I don’t think that should prevent us from going ahead, because we 
know one thing—certainly if they need hospitalization they should be 
going toa hospital. 

Right now we don’t even have the facilities for them. Now, actually, 
you have a lot of elderly people who don’t actually need what we call 
medical care, but on the other hand they ought to be near where 
medical facilities are immediately available, and that is the Arizona- 
type thing, and we have other types of developments of that nature. 
Many people i in these so-called “nursing homes’—it is an unfortunate 
term because, as I say, that doesn’t hit what we are talking about. 
We are talking about a social need and our facilities should be tailored 
to fit this need. 

Many people in the so-called nursing homes really don’t need nursing 
care. They just need a place to be adequately cared for in just the 
regular eating and daily living. 

Mr. McDonoven. This home for the aged that you spoke about 
in Arizona, is that adjacent to hospital fac ilities ? 
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Mr. Curtis. Yes. I don’t know from experience. I just read an 
article about it. It seems they are private homes. A subdivision has 
been designed and built adjacent to medical facilities. Hospitals, 
doctors, and nurses are available to them, and they use this visiting- 
nurse type of approach rather than be hospitalized. If they need a 
hypodermic, as many of them do, or whatever it is, someone in the 
home administers the need. They have been taught these relatively 
sunple things that can be done in a home without going to an institu- 
tion. 

Mr. McDonovuen. I appreciate your views. I don’t disagree with 
them at all. 

Mr. Ratns. Thank you, Mr. Curtis, very much, for your statement. 

I would like to say to my California colleague that the Senate, it 
seems to me, made a mistake in wrapping up nursing homes with col- 
lege housing. 

Mr. McDonovan. | agree. 

Mr. Rarvs. We have one more Congressman here. We would be 
glad to hear from Congressman Baldwin of California. 















STATEMENT OF HON. JOHN J. BALDWIN, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


















Mr. Barpwin. Thank you, Mr. Chairman. I am here to testify in 
favor of the bill introduced by Congressman Harlan Hagen, H. R. 
13107, and about which he testified a few minutes ago, and a similar 
bill by Mr. Miller. I spent 7 years at the University of California. 
The first 4 years as an undergr: aduate, the years 1931 to 1935, were in 
the heart of the de “pression, and it was during that 4-year period that 
this university cooperative started at the University of California. 
Although I did not live at the university cooperative, there were 
many friends and acquaintances of mine on the campus who did, and 
it was the only reason that they were able to get a college education at 
that. time. I have many constituents who are using those facilities 
now, because the district that I represent adjoins the ‘district in which 
the University of California is located. 

The first dormitory, Barrington Hall, which was originated then, 
has now grown to the point where there are now at least seven dormi- 
tories occupied by students under this cooperative program. They 
hope now to expand it, and they will be able to expand it if it can 
be included in this bill that you are working on so that it would be 
available for college housing loans. 

It is evident that we are at the brink of a period when the colleges 
are going to be under tremendous pressure to accommodate students, 
because this great wave of students that has gone through the grammar 
schools and high schools is going to hit the ¢ olleges shortly. The Uni- 
versity of ( ‘alifornia, which is now the largest university in the coun- 
try, is aware that it and other universities and colleges will have great 
difficulty housing all of the students. 

As was testified earlier by Mr. Hagen, there are not adequate facili- 
ties on campus for the students who attend. Many of them have to 
just go out and hope they will find a place to live. If the students 
who want to go to that college, and other similar colleges are going to 
be able to go there, particularly those students who are not financially 
too well equipped, the expansion of this cooperative housing program 
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is going to be almost essential, and so I do want to add my words to 
those of Congressman Hagen and those of Congressman Miller. 

I think that these cooperatives serve a most essential and necessary 
purpose. At the University of California they make it possible for 
students to go to that university and get both housing and meals for 
about 40 percent less than would be true if they lived in a dormitory 
built by the university proper, and that difference is the difference in 
many cases that makes it possible for students to go to the university, 
and I hope very much that this subcommittee may find it possible to 
add a provision in the bill that you are working on to cover this 
program. 

Mr. Rarns. Do you know whether or not the cooperative at the 
University of California is incorporated or has any legal entity of any 
kind ? 

Mr. Batpwin. I am not familiar with the legal structure of the 
cooperative, Mr. Chairman, but I believe that it is incorporated. It 
has grown to a point where it has sufficient funds for which it is respon- 
sible, that, I am fairly certain that it must be, just to handle the 
problem. 

Mr. Rarns. I think that it would be necessary to write into the law 
some kind of provision so that the Government would have someone 
to deal with, someone with legal authority to deal. Therefore, if it 
isn’t incorporated or doesn’t have a legal entity, I think it would have 
to become such before it could engage in borrowing money under the 
college housing program. We will do our best to write one that will 
take care of the situation, and the Government. 

Mr. Batpwin. Thank you, Mr. Chairman. 

Mr. Rarns. I will say this: the University of California has a lot 
of good representatives here, including one on the committee, and we 
want to thank you for appearing. 

Mr. Batpwin. Thank you. 

Mr. Rarns. Any questions, Mr. McDonough ? 

Mr. McDonovueu. No. I appreciate your coming by, Mr. Baldwin. 
This is a new section of the housing bill, as you know. 

Mr. Batpwry. Yes, I know. 

Mr. McDonouen. And I think the experience that these coopera- 
tives have had ought to be a pretty good basis for writing satisfactory 
legislation. The question of who is going to own the land and who is 
going to buy the land is one thing. The question of the proper legal 
entity to deal with, and the certification of that entity, that it will be 
a permanent agency that we can always deal with, those are precau- 
tions that we have to take in providing funds for a matter of this kind, 
the rate of interest, and the length of the loan. But considering that, 
plus the nursing homes which you heard the testimony on, and the 
other things, I think we will find some way to write it. 

Mr. Batpwiy. I hope that you can. 

Thank you, Mr. Chairman. 

Mr. Ratns. Thank you very much. 

Tomorrow morning at 10 o'clock we will have the Honorable Robert 
Wagner, mayor of New York City; Philip Tripp and Pete Knox, of 
the Home Manufacturers Association. 

We want to thank the members for giving their time and attention. 

The committee stands in recess until 10 o'clock tomorrow morning. 

(Whereupon, at 3:30 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Tuesday, July 15, 1958.) 
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TUESDAY, JULY 15, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE: ON’ HOUSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., Hon. 
Albert Rains, presiding. 

Present: Messrs. Rains, Addonizio, Barrett, Mrs. Sullivan, Mrs. 
Griffiths, Messrs. Ashley, Healey, Betts, and Brown. 

Mr. Rarns. The committee will be in order. 

We are delighted to have three distinguished mayors with us this 
morning, Robert Wagner, mayor of New York ity; Louis C. Mi- 
riani, mayor of Detroit; P. Kenneth Peterson, mayor of Minneapolis. 

Will you gentlemen please come around and have a seat? We will 
proceed. first with M: avor Wagner, of New York, and then Mayor 
Miriani, of Detroit, and then Mayor Peterson, of Minneapolis. 

You may proceed, Mayor Wagner. . We are delighted to have you 
again before our committee. 


STATEMENT OF HON. ROBERT F. WAGNER, MAYOR, NEW YORK, N. Y. 


Mr. Wagner. Thank you very much, Mr. Chairman and members 
2 the committee. I am honored to appear here today as mayor of 

New York City and on behalf of the United States Conference of 
M: ayors, of which Lam preside nt. 

You will recall, Mr. Chairman, that I had the honor of appearing 
before this subcommittee at the general housing hearings on Janu- 
ary 10 of this year. At that time I submitted for the record the 
statements of some 60 members of the United States Conference of 
Mayors on the general question then before the committee. 

Mr. Rarns. I should like to say, Mr. Mayor, that that hearing, 
which, in our judgment, was perhaps the best hearing ever held on 
the subject of urban renewal and slum clearance, is presently before 
the committee in the proceedings on this legislation, so we will have 
all of that testimony before us. 

Mr. Waener. I believe that those statements are also pertinent to 
the pending legislative hearings and, therefore, call them to the at- 
tention of the committee at this time, as you, Mr. Chairman, just 
mentioned. They appear following my testimony at page 182 of 
the January hearings. 

In addition to the statements submitted previously, I ask at this 
time that several recent letters the conference has received on the 
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question of urban renewal, slum clearance, and housing be printed 
in the record at the conclusion of my statement. And | also request 
that the resolution on this subject adopted at the annual conference 
of the United States Confe ait of Mayors be placed in the record, 
too. 

Mr. Ratns. Those items may be included after the mayor’s testi 
mony. 

Mr. Waener. Thank you. When I came before you in January, 
[ urged that several specific steps be taken to provide for the housin 
needs of the American people. Since that time, a number of eps 
have been taken to encourage the construction of housing for families 
in the middle and upper income brackets; therefore, I will limit my 
discussion here today to the question of housing, urban renewal, and 
slum clearance where Government assistance is required. 

Last January, I recommended an urban-renewal program of at 
least $350 million for a 10-year period and that the Federal payme nt 
be increased from 67 to 80 percent of the cost of the urban-renewal 
projects. The administration urged that the Federal contribution 
be reduced from the preseent 67 percent to 50 percent of the cost o* 
the project. We note that the bill reported by the Senate committee 
provides for a 6-year program of $350 million a year and keeps the 
Federal contribution at 662%, percent. We still favor increasing this 
percentage, and we most vigorously oppose the administration’s pro 
posal to reduce the Federal contribution. 

When I was before you last, I called for legislation which would 
yx rmit municipalities to acquire land in blighted and deteriorating 
urban areas in advance of specific plans for the new use of such land. 
I am pleased to note that the bill approved by the Senate committee 
does make provision for such early acquisition. 

I urged at that time that additional attention be given to the prob- 
lem of middle-income housing and housing for elderly persons. I 
am pleased to note that the Senate committee’s bill does propose spe 
cific new Federal action in these areas. 

I also recommended that our low-rent public-housing program be 
recast so as to meet the continuing housing needs of low-income fam 
ilies and particularly of families who will be displaced by redevelop- 
ment and highway construction. 

I am delighted to note that the Senate committee bill does provide 
for a new and revitalized public-housing program. While Federal 
standards are maintained, local initiative and local responsibility are 
encouraged, and the Senate proposal would provide a more flexible 
public-housing program so that local officials could more easily fit the 
program into overall community plans. 

Now, I would like to offer some general comments on what I believe 
should be the objectives of housing legislation this year. 

Adequate financing to assure an annual housing output of 
million homes a year to meet the requirements of the next 2 decades. 
This should include the broadening of existing sources of capital 
to tap the rapidly increasing resources of pension funds, and the use 
of public credit where essential to get the job done. 

Development of effective financing machinery to reach the mass 
unserved market of lower middle-income families, This is the most 
serious gap in existing programs of Federal assistance to housing. 
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It represents a major obstacle to the rebuilding of blighted central- 
city sections. In addition, it blocks a sound solution of mounting re- 
location problems resulting from redevelopment and urban highway 
programs. 

3. Recasting of the federally assisted low-rent public-housing pro- 
gram so as to meet the continuing housing needs of low-income fam- 
ilies, and particularly of such families who will be displaced by re- 
development and highway construction. At the same time, there 
should be basic readjustments in the planning and character of public 
housing so as to strengthen its acceptance by consumers and by com- 
munities and its effectiveness in helping to meet total community 
Ronen Nees. 

There will be a tremendous demand for community facilities 
of an types during the next two decades. There should be a compre- 
hensive resurvey . the total needs for schools, highways and streets, 
sewer and water facilities and sewage-disposal plans, parks, play- 
grounds, and other community fac ilities based on existing deficien- 
cies and on anticipated future requirements in line with current pop- 
ulation estimates, Such a study should also analyze the maximum 
financial capacity of cities to finance such facilities and the best man- 
ner in which the Federal Government can assist in meeting these 
financial requirements through loans or grants or both or other means 
of Federal financial support. 

The overriding premise of this needed examination of community 
development problems should be that inadequate solutions to the 
impending crisis in community affairs will not be acceptable to that 
large majority of the United States population now living in urban 
or metropolitan areas. The overriding premise must be that what- 
ever it takes to meet the crisis in community development can and 
must be done. Emphasis must be placed on maximuin contributions 
by State and local governments and by private enterprise. The 
national interest demands a contribution from the Federal Govern- 
ment sufficient to get the whole job done. 

Now I would like to address myself to some of the problems which 
we in New York face. 

The elimination of blight and the provision of decent housing 
for all citizens is one of the most urgent problems facing New York 
today. We are faced with vast areas of obsolescent housing, many 
of which are slums as the result of excess population, old age, and 
indifferent management. 

In the growing awareness of the economic and social needs, sev- 
eral tools have been forged. None holds the promise of ultimate 
success so firmly as the title I program. The title I program taps the 
financial and technical resources of both the local and Federal Gov- 
ernments as well as those of private capital. Without these forces 
the task of clearing slums would be hopeless. 


THE PRESENT PROGRAM 


Since the enactment of the Federal Housing Act of 1949, and in 
spite of many difliculties, the slim-clearance program in New York 
City has been and is now the largest and most advanced operation of 
any city in the country. In all, 20 title I projects have thus far been 











398 HOUSING ACT OF 1958 


submitted for approval to the board of estimate of the city. Of 
these, 13 have become operating projects in which the city has acquired 
and resold the property and has contracts with private investors and 
with the Federal Government. 

When these 13 projects are completed, they will contain 22,000 new 
dwelling units on approximately 227 acres of slum-cleared land. They 
involve Federal and city writedowns of $93 million and $42 million, 
respectively, and $432 million in construction investment by private 
a Taxes received by the city for these areas will have increased 

from $3,500,000 to $8,500,000. 

Three of these projects now under contract have been started since 
the last slum-clearance project report in 1957. They are Seward Park, 
Park Row, and Lincoln Square. They represent three different types 
of projects in the title I program. ‘Two of these projec ts, Seward 
Park and Park Row, are union-sponsored housing cooperatives which 

-will provide rentals’ ranging from $19 to'$25 per:room. The other 
is the Lincoln Square project. 

Seward Park is part of a long-range effort to eliminate New York’s 
slums on the lower east side. Block after block of crowded and airless 
tenements are being razed to make way for modern apartment houses 
set on low coverage with large open green areas and adequate parking 
and local shopping. The sponsors of ‘this project are the large garment 
unions which also built Corlears Hook, a large housing cooperative, 
in the same area, the first New York City title I project to be com- 
pleted. This was completed and occ upied in 1954. 

The Park Row project, which is sponsored by the Municipal Credit 
Union, is situated near our Municipal Building and Civil Center. It 
is an ideal site for a walk-to-work project. 

Lincoln Square, the most dramatic project we have undertaken, 
combines the clearance of slums and erection of 5,000 units of new 
housing with a great center of educational and cultural institutions 
of the highest importance, including the Metropolitan Opera, Phil- 
harmonic Orchestra Society, the Juilliard School of Music, and Ford- 
ham University, and a headqu: arters building for the American Red 
Cross. After long litigation in the courts, the validity of the project 
was established by the Supreme Court of the United States. 


COOPERATIVE CONSTRUCTION 


The city has been very active in encouraging the partic ipation of 
union groups in construc ‘ting cooperative developments. This part of 
title I program is already substantial and is growing. Unions have 
found that investment in cooperatives are sound as well as beneficial 
to the public. They provide sorely needed housing for the lower mid- 
dle income families of union members, although accommodations in 
these developments are not limited to union members either of the 
sponsoring group or any union. 

Cooperators by pooling some of their financial resources are able to 
secure a permanent moderate rental home, and one in which they have 
a voice in the management. Rentals in cooperative developments range 
from $19 to $25 per room with downpayments per room of approxi- 
mately $600. These projects are granted tax concessions by the city 
which make these low-rent payments possible. There are limitations 
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upon the incomes of tenant cooperators as well as upon the payments 
they make for their quarters. 

In the title I program to date 4,500 cooperative dwelling units have 
been constructed and are presently occupied. It is expected that 13,000 
additional cooperative units will be constructed under the title I pro- 
gram in the next 5 years representing a construction cost of $225 
million by the sponsors. 


RELOCATION 


The relocation of site tenants in title I areas is one of the most 
crucial aspects of the title I program. No matter how run down an 
area may be, it is still home to its inhabitants. They are attached to 
a neighborhood with the familiar associations of stores, friends, and 
community organizations. Relocation of site tenants must be care- 
fully arranged. All site tenants eligible for public housing are accom- 
modated in public projects. Sponsors’ obligations to relocate the other 
tenants in accordance with aul Federal and local requirements are 
enforced and supervised. 

This city has done everything possible to insure that its relocation 
methods are fair and reasonable. Individual treatment is given to 
each family where necessary to take care of special hardship cases. 

The city has established a practice of publishing reports to the site 
tenants and the general public explaining relocation procedures and 
indicating by graphic charts the time schedules for relocation of 
families, demolition of existing structures, and the new construction. 

In 1957 the Federal Government, recognizing the need for increased 
assistance to small business establishments forced to move from title 
I sites, established at our request and with our support a system of 
payments to be made for small business moving expenses up to a 
maximum of $2,500. These provisions for small business should be 
expanded. I recommend that the Federal Government increase the 
maximum for such expenses to $5,000. 


CIVIC IMPROVEMENT 


In addition to providing thousands of new residential apartments 
replacing slum tenements, the title I program is contributing to the 
improvement of the city, by making possible the construction of other 
types of civic improvements, including new cultural, educational, park, 
hospital, and other public facilities for the public benefit. 

The Coliseum, for instance, in the Columbus Circle project has 
rovided the city with a first rate exhibition hall. The New York 
Yonvention and Visitors Bureau estimates that $72 million was spent 

by the 2 million visitors to the Coliseum in its first 8 months of opera- 
tion for hotels, restaurants, retail shopping, sightseeing, theaters, and 
other services. 

New and expanded university facilities for higher education are 
included in the Pratt Institute, Fort Greene, Washington Square 
SE., and Lincoln Square projects. An area for expansion of Brooklyn 
Hospital was made a part of the Fort Greene project. The Lincoln 
Square project, as already described, will contain the many facilities 
of the Lincoln Center for the Performing Arts. 
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The inclusion of such aids to the expansion of universities, hospitals, 
cultural centers, and other public-set vice institutions is of considerable 
assistance, both to the institution and to the city, which is, in a sense, 
receiving the benefits of public services which it would otherwise be 
compelled to furnish. It is expected that expansion of such facilities 
will be continued as part of these projects. 

All the projects provide adequate parking, additional open green 
space, and play areas. In many cases, traffic improvements will result 
from the widening of streets and the elimination of useless and con 
fusing street. patterns, destined to rise around it. 

A significant effort which adds a new dimension in the fight against 
urban slums and blight is to be found in our West Side urban-renewal 
project. It is aimed to turn the tide in deteriorating areas by a pro- 
gram combining conservation, rehabilitation, and redevelopment. The 
original study was made possible with the assistance of a 314 demon- 
stration grant provided by the Federal Government. 

We are moving ahead vigorously to implement the study as part 
of a federally assisted program. 


FUTURE PROGRAM 


We are well aware that the growing suecess of slum clearance under 
title I has thus far made only small impact on the overall housing 
problem. The pecan shortage and large acreage of subst: ind- 
ard areas in the city (in New York sometimes estimated at 8,000 to 
9,000 acres) make it impossible to do more for the immediate future 
than tackle the worst areas. This we are striving to do. We are con- 
stantly investigating new locations for future projects, and, where 
found feasible, we include them in our program for processing as soon 
as time and av ailability of funds permit. 

Among the projects in preliminary planning for which reports are 
now being prepared are 7 projects which will provide 9,000 new dwell- 
ing units. The bill that passed the Senate would provide an addi- 
tional $300 million each year for 6 years with an acceleration clause 
under which an additional $150 million could be made available i 
any 1 year. 

We still believe that at le ast S550 million a year 1S neede | LO make 
possible the continued planning and expansion of title I activities 
throughout the Nation on an adequate basis. 

Duri ing the fiscal year 1958-59, it is expected that if the pending leg- 
islation is enacted, sufficient Federal funds will be made available to 
permit, ~~ committee to undertake planning of five new projects in 
that ye These projects are Sew: ard ark extension, mid-Harlem, 
and Divi ision Street in Manhattan, and the Mott Haven project in the 
Bronx, as well as the West Side urban-renewal project. 

New York City has been actively engaged in utilizing the available 
assistance for urban redevelopment. ‘There have been disappointing 
and needless delays, but methods are ¢ constantly lMpro\ in Oo, and prog- 
ress, though slow, is being made. The title I program has clearly 
already proved its worth by its accomplishments. New projec ts are 
being put into oper: ition enc h year, and there are encouraging signs 
that smoother and more r: apid progress will be made in the future. As 
projects onder contract or consideration are undertaken, others now 
only proposed for the future will be developed | and consummated. 
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Slum clearance under title I cannot perform miracles in ridding the 
city of a century of blight and decay. It can and will continue to be 
a useful tool in the work of achieving a city in which all its inhabi- 
tants will be well housed. 

Mr. Rarns. Thank you, Mayor, for a very able and fine statement. 
Your long background with housing legislation and your outstanding 

job as a mayor of the c ity of New York and your Ww illingnes ss to share 

it with us has helped this committee very greatly in times past. We 
appreciate very much your views. . I have only a few questions. You 
would prefer—in fact, I believe this committee recommended in its 
report—that the amount be $500 million. 

You certainly would regard $350 million as the minimum figure 
that should be included in the legislation, would you not, Mayor? 

Mr. Wacner. That is right, Mr. Chairman. We rec ‘ommended the 

$350 million for a 10-year period. As I understand it, the Senate bill 
proposes $300 million for a 6-year period. 

Mr. Rains. That is correct. Now, do you think that the present 
relocation legislation is adequate and suffic ient, with the possible ex- 
ception of the increase which you asked about as to the moving of 
businesses ¢ 

Mr. Waener. A great deal there, Mr. Chairman, I think depends 
uopn the methods used by the municipalities. 1 think you can have 
all of the safeguarding legislation and, unless those in the localities 
in actual charge of the relocation of tenants are sympathetic to them 
and try to help them, the legislation will not be a success. I think a 
great deal depends on how it is handled at the local level. 

Mr. Rarns. In other words, you are saying that there is no way, 
and I agree, to write into specific legislation exactly how the job 1 is 
to be done, the humaneness and the understanding that the local au- 
thorities must utilize if they are to get this job of relocation done 
without great turmoil and upsetting your people; is that correct? 

Mr. Waener. That is correct, and I would certainly feel that one of 
the responsibilities of the Federal officials in the area would ke to see 
that the local authorities do handle it in the most humane manner. 

Mr. Rarns. As the mayor of the largest city in the country, would 
you say that you had, from the Federal officials handling the slum- 
clearance and urban-renewal project, the type of cooperation you 
should have had in putting this program into action / 

Mr. Waaner. I would say, on the whole, we have had pretty good 
cooperation. I think in the title I program, which was new, there 
were a lot of disappointing delays. I know a number of years ago 
Congress was concerned with the windfalls apparently garnered by 
some individuals. Therefore, they reviewed all of the procedures, 
and that delayed us a good deal. 

lL sometimes wonder just how sympathetic some of the people are 
who are in charge of policy at the Federal level in the executive 
branch to some of our housing programs, but I would say, personally, 
I have had good relationships with them. We have a very dis- 
tinguished American who has played a major role in the housing 
rogram over the years, Mr. Robert Moses, who has had a good many 
b ittles with some of the officials here. 
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Some of it may be because of their strong individual positions on 
some of these items. Some of it may be on philosophy. But at least 
we have found in the last few months a better cooperation. 

Mr. Rarns. With reference to the public housing program, I know 
the Senate has a great many amendments in its bill which is presently 
before this committee having to do with granting more local autonomy 
to public housing authorities. What has been your experience with 
that Mayor? 

Mr. Waener. Well, of course, we just reorganized our local housing 
authority and I think for the good. We found, at least in New York 
City, having just a paid chairman and nonsalaried members who 
would meet maybe once a month or twice a month didn’t work because 
we are now in New York City, the largest landlord in the United 
States. 

So we have changed our operations so that all three members of 
the authority are full-time paid. 

Mr. Rarns. Full-time employees ? 

Mr. Waener. Full-time employees. The ch: virman receives a salary 
of $35,000 a year and the two other members of $22,500. 

Mr. Ratns. Mayor, you mentioned going up ee $2,500 to $5,000 
on the relocation of businesses. Don’t you really think that instead 
of setting $5,000 as the maximum that it would be better to keep the 
$2,500 « and set it as an average ? 

Mr. Waaner. Well, I think as far as our experience, Mr. Chairman, 
in New York City is concerned, we find that the $2,500, while we are 
very grateful for it, doesn’t meet the problem of the average little- 
business men. It isn’t just a question of the physical assets that he 
had, but the good will disappears and so many of them appear before 
us at our public hearings calling: us that any of these very worthwhile 
projects are just going to put them out of business. 

Mr. Rarns. But when you make $2,500 as an average, you would 
have more money than you would on the $5,000 as a maximum. Take 
a fellow whose expenses are only $500, you would have accumulated 
$2,000 for the person whose expenses are more than $2,500. You 
would find some instances in which even $5,000 wouldn't be : adequate. 

Mr. Waener. Oh, yes, we were conserv ative in our request. 

Mr. Rarns. We are delighted to have with us our colleague on the 
full committee, Mr. Healey. Would you like to ask a question ? 

Mr. Hearey. One thing bothers me, Mr. Mayor. What amount of 
requests do you have for these houses, for these apartments? In other 
words, I find that in trying to put people into these houses, 9 times 
out of 10, the request is turned down and I only send down requests 
where it isa pretty bad situation. 

Mr. Wacner. Congressman, I would just estimate that we have on 
file roughly 200,000 requests for getting into the low rental subsidized 
projects. 

Now, on the title I, the sponsors could give the figures a little better, 
but there are big requests there, too. 

Mr. Hearry. Do you still operate on the theory that veterans come 
first or do you operate on the theory of hardship ? 

Mr. Wacner. Veterans under the law have preference and then the 
question of hardship. 

Mr. Rarns. Mr. Addonizio. 
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Mr. Apponizio. Mr. Mayor, I am delighted to see you here also. I 
know we have had the pleasure of having you before our committee 
on other occasions and, as always, you make a very fine witness. 

Mayor, I would like to refer you to page 1 of your statement in 
which you say the administration urged that the Federal contribution 
be reduced from the present 67 percent to 50 percent of the cost of the 
project, talking about title I now. 

[ have indicated to some other witnesses and I repeat it again to you, 
that it is my feeling that if this provision of the administration is 
carried out, in effect what we will be doing is killing title I of this 
program. No, do you agree with me? 

Mr. Waaner. Well, there is no doubt. I can only speak from first- 
hand knowledge of New York City and we have a number of other 
distinguished mayors here who, I am sure, could take for their cities, 
but from what I understand in discussing it with them, if the admin- 
istration’s provision of the reduction of the Federal contribution from 
two-thirds to one-half goes through, it will cripple very radically the 
title I program. All cities at this time are in a financial straitjacket 
and that is why the Conference of Mayors and other groups sincerely 
hope that the Federal Government could increase rather than decrease 
their contribution for acquiring this title I redevelopment property. 

Mr. Apponizio. There is one other thing that disturbs me, although 
it is my understanding that there is a section in the Senate bill which 
deals with this problem. This has to do with financial assistance to 
any urban renewal area that is not residential in character. 

[ believe the Senate bill provides not to exceed 15 percent can be 
used for such a program. In my city, which is Newark, N. J., we 
have an area which is certainly not residential in character and we 
feel very strongly that if this program of clearing the slums and re- 
developing the city is to take place adequately, and properly, this 
amendment certainly should be in the law. 

Do you feel strongly about that ? 

Mr. Wacner. I agree. I would like to see it even stronger than the 
Senate version. I have had the privilege, too, of seeing what is being 
proposed in Newark at the invitation of Mayor Carlin and others 
there, and I think their idea of redeveloping a deteriorated business 
area, manufacturing area, can be a great asset to Newark and to the 
whole metropolitan area and I think this part of the bill would be 
very helpful to‘all of us. 

Mr. Appontz1o. I would just like to say also that although I realize 
the chairman has already indicated to you this question and again I 
am talking about title I grants and the fact that you have ur ged a 10- 
year program with $350 million a year, it is my understanding that 
there is already a tremendous bac klog and it is my feeling that the 
program is finally getting off the ground and we may have to provide 
for $500 million annually to adequately do the job. 

Do you agree? 

Mr. Waaner. [I sincerely believe that our request for $350 million is 
a very conservative request and I am sure you know much better than 
I do, Congressman, that we will have no difficulty in finding appli- 
cants to absorb as much money as they can possibly ¢ give in this pro- 
gram because it is so essential to a v city in the United States. 

Mr. Apponizio. Thank you. No further questions. 
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Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. Mr. Mayor, I agree with the chairman that you have 
made a very fine statement. I just want to ask you one question on 
relocation costs. 

Is there any consideration civen to the New York people for vood 
will in the relocation costs ¢ 

Mr. Wacner. You mean on business ? 

Mr. Barrett. Yes. 

Mr. Waaener. No: and that is one of the real difficulties. In relo 
cating the residential tenants, in my opinion, we don’t have nearly 
the hards ship on the tenants, ne residential tenants, as we have on 
the business people. The residential people in many mstances are 
only there for a short time, have only ets nin the area a short time, 
and they are either relocated in quarters that must fit under the Fed 
eral law as to sanitary conditions and light and air, and so on, or 
receive a bonus to move. 

The bonus that the business people receive, thanks to the Federal 
law, in my opinion, is inadequate. We try to help them relocate, but 
we do find in most of the projects that we will have far fewer stores 
available in the new project than existed before. 

We give preference to those who have been there. In many in 
stances they can’t go in and they have to move out and I know they 
suffer a real hardship and that is why we like to see the Federal 
assistance increased and we will increase our efforts to try to get them 
into some proper location afterward. 

Mr. Barrerr. That is all. 

Mr. Rarns. Mrs. Sullivan. 

Mrs. Sutiivan. Thank you, Mr. Chairman. I don’t have any ques 
tions to ask you, Mr. Mayor, because I think most of the points have 
been covered. 

But what you did bring out was if the Federal Government did not 
participate in this urban redevelopment to a greate ‘r percentage and 
would throw it back onto the States to take care of, the program of 
urban renewal would just die. 

Mr. Waener. That is correct. 

Mrs. Suxtuivan. Because the States are not able and the com unl 
ties are not able to go into it without substantial aid from the Federal 
(yovernment, 

Mr. Waaner. Yes. When I had the privilege of appearing before 
the committee in January, representing the conference of mayors, we 
advocated an increase from 67 to 80 percent Federal contribution and 


I know you were very gracious to say that you would even go for 90 


percent. 

Mrs. Sutuivan. I remember your statement at that time. 

Mr. Wacner. We said we would accept it 

Mrs. Sututvan. I do want to sav that you have given us some very, 
very good information that can be of use in all] large cities, although 
I think New York problems are so much greater than those of most 
cities that if you can solve some of yours partly, it should help us in 
the other metropolitan areas. , 

Mr. Wacner. We will be glad to and we hope the others can profit 
on the mistakes that we make. 

Mrs. Sutiivan. Thank you. That is all. 








HOUSING ACT OF 1958 405 


Mr. Ratns. Mr. Ashley ? 

Mr. Asuiey. No questions, Mr. Chairman. 

Mr. Rains. Mr. Betts. 

Mr. Berrs. I am glad to see you back again, Mayor. I think when 
you appeared in January I made my position clear as a member of the 
rural block. I haven’t changed my position a whole lot although I 
have heard some convincing arguments. 

Mr. Waener. Thank you, Congressman. I enjoyed meeting you. 

(Additional letters, previously mentioned by Mayor Wagner, are as 
follows :) 

UNITED STATES CONFERENCE OF MAYoRs, 
Washington, D. C., July 21, 1958. 
Mr. JOHN E. BARRIERE, 
Staff Director, Subcommittee on Housing, 
House Committee on Banking and Currency, Washington, D. C. 


Dear Mr, BARRIERE: Enclosed herewith are a number of letters and statements 
that the conference has received from mayors in support of continuation of the 
Federal urban-renewal and slum-clearance program. When Mayor Robert F. 
Wagner appeared before your subcommittee on behalf of the conference on July 
15 he was granted permission to have these letters and statements incorporated 
in the record at the conclusion of his remarks. The resolution adopted by the 
Annual Conference of the United States Conference of Mayors in September 1957, 
is also enclosed and should be made a part of Mayor Wagner’s remarks. 

With best wishes, I am, 

Yours sincerely, 
Harry R. Berrers, Peecutive Director. 


RESOLUTION 
URBAN REDEVELOPMENT 


Whereas the redevelopment of the blighted and deteriorating sections of Amer- 
ican cities is vital to the welfare and prosperity of the more than 100 million 
Americans now living in urban areas; and 

Whereas almost 300 cities throughout the country are undertaking and plan- 
ning redevelopment programs in order to meet the challenge of contemporary 
standards for housing, community facilities, commerce and industry in relation 
to the explosive growth of our urban population ; and 

Whereas in view of the disparity between Federal and municipal access to 
sources of tax revenues, the only effective financial vehicle to make possible the 
necessary local redevelopment program established under title I of the Housing 
Act of 1949, as amended ; and 

Whereas the mayors of American cities have heen in the forefront in orposing 
the efforts of certain groups to scuttle or cripple the title I redevelopment pro- 
gram on the ill-founded claim that it is inflationary and nonessential as a Federal 
activity : Now, therefore, be it 

Resolved by the United States Conference of Mayors: 

1. That the continuation and expansion of Federal financial assistance to local 
redevelopment programs under title I of the Honsing Act of 1949, as amended. is 
essential if American cities are to achieve the physical environment necessary 
for their essential functions in an era of full employment, increasing productiv- 
ity, and expanding urban population. 

2. That the executive branch of the Federal Government should administer 
the financial assistance provisions of title I in full recognition of local needs ana 
aspirations for redevelopment. The clear intent of Congress in authorizing $250 
million additional capital grant commitments for the fiscal year ending June 30, 
1958, should not be violated by arbitrary administrative cutbacks and curtail- 
ments. of local requests for funds under title I. The United States conference of 
mavors further urges the President to release for commitment the ful! S35 
million appropriated by the Congress this year and the $100 million ad@ditional 


funds previously appropriated and available for commitment at the discretion of 
the President. 

3. That the President of the United States is again requested to appoint an 
advisory committee on urban redevelopment, composed of representative local 
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officials, so that his office and the Housing and Home Finance Administrator may 
be fully and continuously advised on the needs and aspirations of communities 
in the urban redevelopment program. 

4. That the Banking and Currency Committees of the Senate and the House of 
Representatives are hereby requested to undertake a comprehensive study of the 
long-term requirements of cities for urban redevelopment, looking toward legis- 
lation that will assure the continuity of Federal financial assistance for local 
redevelopment programs and provide a basis for long-range local planning. 

5. That the Banking and Currency Committees of the Senate and House 
of Representatives are hereby requested to initiate and support legislative 
amendments which (a) will recognize the realities of the demands on municipal 
financial resources by increasing the Federal financial participation in the net 
cost of urban redevelopment projects to 80 percent from 6624 percent and (b) 
will expedite the progress of redevelopment by assisting localities in the ac- 
quisition of land in blighted and deteriorating urban areas in advance of the 
preparation of definite plans for the new use of such land. 

6. That the Housing and Home Finance Administrator and the Banking and 
Currency Committees of the Senate and the House of Representatives are hereby 
requested to investigate the administration of section 220 of the National 
Housing Act and other aids to private enterprise participation in urban re- 
development and to take such administrative and legislative actions as are 
necessary to produce a full partnership role for private enterprise in the re- 
development field. 


City or Las Vrcas, NeEv., May 15, 1958. 
Mr. Harry R. BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 

Dear Mr. Betrers: The city of Las Vegas has embarked upon an ambitious 
program of urban renewal in partnership with the Housing and Home Finance 
Agency. We anticipate applying for $10 million in urban-renewal loans, $1 
million in capital grants, and approximately $19 million in mortgage insurance 
for our “Westside” clearance and relocation program. We also expect a need 
of approximately 400 additional units of public housing and 100 units of public 
housing for the aged. 

We believe that functions of the Federal Government should be limited gen- 
erally to those activities which for one reason or another the Federal Gov- 
ernment is better able to perform than is local or State government. It is our 
feeling that Federal participation in the urban-renewal program is an example 
of activities coming within this scope. 

Accordingly, I am happy to have an opportunity to be recorded as strongly 
supporting the continuance of the urban-renewal program, preferably on an ex- 
panded level. 

Also, I should like to take this opportunity to discuss several facets of this 
program which I believe to be within the purview of consideration by the House 
Banking and Currency Subcommittee on Housing. These points may be con- 
sidered as criticisms of the program, but if so are most certainly intended in the 
nature of constructive criticism. 

1. Tenure of the program.—We believe strongly that if lasting benefits are to 
be achieved for our American cities through this program, it is important that 
the local governments be given a greater assurance that the Federal Govern- 
ment will continue to participate in this program indefinitely, or at least for 
a reasonable period of years. In this way we feel there are many cities—Las 
Vegas is one of them—which will then be in a position to much more effectively 
program and schedule urban-renewal activities over a period of years within 
the scope of the ability of each particular city to plan a long-range program 
and finance its share. The proposed immediate program in the city of Las 
Vegas is much too extensive to be practical as a single project. We feel that 
we must therefore schedule it by a succession of projects. However, in view 
of the present lack of assurance that the program will continue with Federal 
participation, we are faced with the bugaboo of what will happen if we can 
only manage to renew a portion of our blighted district. For this reason our 
urban-renewal staff is consciously being forced to consider the possibility of 
redevelopment in each successive project so that as near as possible it will be 
self-sufficient within itself. As a consequence it seems that it will be necessary 
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to make decisions regarding the redevelopment of the area which will be less 
effective than would be the case if we were assured that we could plan each 
separate project as a unit within the whole area. 

2. Improved administration.—In view of what appears to be a generally wide- 
spread feeling among American cities for an expanded urban-renewal program, 
it would seem that the Congress is justified in considering additional admin- 
istrative staff for the Urban Renewal Administration. At the present time 
we seem to be constantly faced with the specter of having prepared an applica- 
tion for one or more projects, with the applications believed to be in order, 
only to find that there is lengthy delay in the processing of these applications 
for what the Urban Renewal Administration terms lack of sufficient staff. It 
would appear that one way in which more expeditious processing of applications 
by local public agencies could be achieved would be through the provision of 
funds to make available additional staff assistance to the Urban Renewal Ad- 
ministration. 

However, we feel this is only half the battle. In order to achieve a more 
effective and expeditious administration it would also appear that responsible 
officials of both the Urban Renewal Administration and the parent agency, the 
Housing and Home Finance Agency, should advance from the stage of merely 
talking about a smoothing and streamlining of administrative procedure but 
actually adopt and implement policies which will simplify and expedite the 
administrative procedures of the Agency. We feel that it is within the purview 
of the Congress to assist in achieving an improved administration by the pro- 
vision of additional staff assistance and also by insisting on the early adoption 
of simplified procedures. 

Once again, I want to express my appreciation to you and to the United States 
Conference of Mayors for affording me an opportunity to present the thoughts 
of the city of Las Vegas relative to this program, and I hope these comments 
will be of some assistance to you during the hearing conducted by the House 
Banking and Currency Subcommittee on Housing. 

Very truly yours, 
C. D. BAKER, Mayor. 


Ciry oF Boston, May 2, 1958. 
Mr. Harry R. BetTers, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 


DeaAR Harry: When the House Banking and Currency Subcommittee meets 
again to consider various matters which have to do with economy of our coun- 
try. I hope that the position of the city of Boston may be made part of the 
record of that meeting. 

The possibility that slum clearance and urban renewal will be curtailed is 
ominous news. The city of Boston, an old city, cannot possibly of itself or with 
suggested State help, rehabilitate those sections of the city which have become 
blighted. and which do not lend themselves to residential reuse. Instead of a 
lesser Federal contribution for urban redevelopment, I have been hopeful that 
such contribution would be greater. 

I have frequently stated that one of the most forward-looking steps taken by 
the Congress of the United States was the authority enabling the Federal Gov- 
ernment to participate in the remaking of the major American cities. Hardly 
a single city in the United States, of any size, is not without its decadent areas. 
Because of this situation, the American city has taken advantage of the Federal 
law for redevelopment and many of these cities are now in the midst of pre- 
liminary planning for redevelopment projects within their cities. 

In order that wise planning can be made, there should be a settled program of 
allowance over a term of years. In short, the city should know that for a period 
of at least 10 years the Federal Government will participate in redevelopment 
projects, for as is commonly known, it takes 2 or 3 years and even longer 
to put together a project of any size. 

Rather than attempt to recite herein all of the factors which are important 
in the considerations of the Senate committee, I would refer that committee 
to the statement of Hon. Robert F. Wagner, mayor of New York City and presi- 
dent of the United States Conference of Mayors, which appears on page 182 of 
the hearings report before the Subcommittee on Housing of the Committee on 
Banking and Currency of the House of Representatives which were held on 
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January 7-9 of this year. This statement of Mayor Wagner summarizes the 
position of the cities of our country both with regard to slum clearance rede- 
velopment and housing. I agree, in substance, with all that Mayor Wagner has 
stated. I emphasize the great and continuing need for Iederal participation in 
urban renewal with the additional spur to cities of greater contributions by the 
Federal Government, and revisions in the law which will permit of speedier ac- 
complishment of urban renewal projects. 
Respectfully, 
J.B. Hynes, Mayor. 


THE Crry oF ERIE, PA., 
Vay 9, 1958. 
UNITED STATES CONFERENCE OF MAYORS, 
Washington, D.C. 

GENTLEMEN: The current question of interest that concerns the average 
American city is survival. The survival which we refer to is that from urban 
decay and obsolescence. 

The question before the Congress of the United States, the State legislatures, 
and local city governments should not be that of apportioning responsibility or 
delineating of their appropriations to any certain percentage, but to bring forth 
a total effort and dollar for the accomplishment of stemming the tide of blight 
in our cities. 

The problem of urban renewal is so tremendous and ever-pressing that all 
resources need to be marshaled for use, and any idea of saying that the Federal 
Government should only appropriate so many dollars and likewise for the State 
and city is folly and will only give off misgivings. Urban renewal and the in- 
ventory of “slummy” decay has already rotted because of the lack of a total pro- 
gram that has a continuing long-term approach and not a bit-by-bit donation 
type of program. 

A city such as Erie, Pa., has taken up the attack against biizht, but it took 2 
years to get a project into execution. Now that we have our first project in the 
brick and mortar stage the city is looking toward future projects and such 
local initiative should be able to count on an ever-ready Federal program with 
State participation. 

Therefore, the question should not be who pays what share of the urban 
renewal budget, but. how many dollars’ worth of projects are needed by the 
cities and the appropriation of the full limit by the Congress of the United 
States of America. 

The city of Erie and its redevelopment authority support and truly encourage 
the adoption of at least $350 million annual program over a 10-year period, 
with an increasing percentage of Federal participation. 

Thank you. 

Sincerely yours, 
ARTHUR J. GARDNER, Mayor. 


City oF CAMDEN, N. J., 
Office of the Mayor, May 9, 1958. 
Mr. Harry R. BETTERS, 
Executive Director United States Conference of Mayors, 
Washington, D.C. 

Dear Mr. BetTTers: Any reduction in the percentage of Federal contribution 
to urban renewal projects in this city can result in nothing less than making 
progress against urban decay impossible. The vicious circle of a declining tax 
base and the resultant tendency toward lower municipal revenues, coupled with 
the increase in municipal costs occasioned by spreading slums requires the in- 
creasing support of Federal funds in projects designed to reverse the trend. It 
is conceivable that a lessening of Federal participation might be appropriate 
when some of the beneficial results of urban renewal have been realized by cities, 
but it is obvious that we are far from that position today. 

It would be much more logical to increase the amount of Federal support 
from the present 6624 percent to 80 percent and thereby hasten the prospect of 
self-sufficiency rather than to curtail and probably defeat the program by 
reducing such support. 

Our experience in Camden and our most conservative estimate of the total 
program which we must accomplish clearly indicate the validity of the eon- 
ference position in support of a continuing program of at least $350 million 
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annually over a 10-year period with an increasing percentage of Federal par- 
ticipation above the present two-thirds. 

Please convey to the members of the House Banking and Currency Subcom- 
mittee on Housing my deep concern that any lessening of Federal support of 
this vital program will cause irreparable harm to cities and the Nation. Urge 
them on my behalf to increase Federal support so that we can produce the 
remedies for urban illnesses before they become incurable. 

Sincerely yours, 
GEORGE E. BRUNNER, Mayor. 


City or FRESNO, CALIF., 
May 7, 1958. 
Mr. Harry R. BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 

DEAR Mr. Berrers: This letter is to express our interest in the continuation 
of slum clearance and the continuance of the urban redevelopment program. 

We understand that testimony will be presented to the House Subcommittee 
on Housing. We want our position in support of the official position of the 
United States Conference of Mayors known. 

Our city of Fresno is on its way with the urban redevelopment program. We 
believe in it and we need it. Better cities, better States, and a more prosperous 
and wholesome Nation will be the result. 

We urge strongly the continuation of the program. 

Sincerely, 
ARTHUR L. SELLAND, Mayor. 


STOCKTON, CAuir., May 8, 1958. 
Mr. Harry R. Berters, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 

DEAR Mr. Berrers: As a public official in a city which has an ever-increasing 
stake in the urban renewal program, I have looked with great concern on the 
executive proposal to curtail Federal assistance to this vital program. 

In developing its local urban renewal program, the city of Stockton has in- 
vested considerable time and public moneys with the confidence that Federal as- 
sistance would be continued on the same basis as exists at present. The nature 
of the urban renewal program is such that long-range planning and programing 
is essential to the success of the venture and the financial scope of the problem 
precludes exclusive local government slum clearance. In actuality, cities will 
be hard pressed to muster the financial resources required with the present 
Federal Government participation. 

Due to the increasing demand on Federal funds by cities interested in slum 
clearance, it seems that the amount of Federal funds should be increased, not 
reduced, and that strong consideration should be given to increasing the per- 
centage of Federal participation. Decreasing the Federal contribution to 50 
percent would curtail the urban renewal program as surely as would failing 
to make adequate funds available. 

I cannot overemphasize the importance of this program to Stockton and other 
cities affected by urban blight. Therefore, I strongly urge that Federal assist- 
ance to communities be continued and that firm steps be taken to insure that the 
program is not rendered ineffectual by limiting Federal participation. 

Very truly yours, 
HaArvEY M. Stu, Mayor. 


City OF ATLANTA, GaA., 
May 7, 1958. 
Mr. Harry R. BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 

Dear Mr. Betrers: This is to acknowledge receipt of your letter of April 30 
requesting a statement for presentation to the House Banking and Currency 
Subcommittee for supporting continuance of the Federal urban renewal prograi. 

Urban renewal is getting to be big business in Atlanta. We are moving 
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steadily ahead and currently have Federal approval on five urban renewal proj- 
ect areas, totaling 1,201 acres. This represents $14,600,000 in Federal capital 
grant reservations, and half that amount in grants-in-aid by the city, over a 5-year 
development period. 

Our planners visualize a continuing program for urban renewal in Atlanta, 
with the addition of one new project area per year for the next 5 years. 

The financing of such a program would involve about $2 million per year by 
the city in a combination of cash and credits for capital improvements. Such 
undertakings, however, cannot materialize without the wholehearted and much 
needed active assistance and participation by the Federal Government in a 
broad long-range urban renewal program, such as proposed by the chairman of 
the United States Conference of Mayors. 

I sincerely hope that the administration will find ways and means of con- 
tinuing adequate support of an urban renewal program, thus helping American 
cities to help themselves in the national fight against city blight, leading to 
eventual elimination of our substandard residential areas which are a constant 
drain on our cities both financially and socially. 

Very truly yours, 
Wo. B. HARTSFIELD, Mayor. 


CITY OF VANCOUVER, WASH., 
May 6, 1958. 
Mr. Harry R. BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 

Dear MR. Berrers: We have just received your letter urging support for main- 
taining the present Federal contribution to urban renewal projects based upon 
66% percent rather than on a reduced Federal contribution of 50 percent. It 
will be impossible for me to attend the conference in person; however, at an 
earlier date we have written the Congressmen and Senators from our State 
urging them to support the present allocation for urban redevelopment projects. 
We have received replies from Senator Warren Magnuson and Congressman 
Russell V. Mack, indicating that they will support the program based upon the 
present allocation program of Federal participation. 

We certainly feel that this is not the time for any reduction in Federal urban 
renewal funds. On the other hand, we feel that an increase in these funds 
would boost the economy of our Country and pump more money into the areas 
that are badly in need of additional funds. 

I sincerely hope your efforts in presenting this matter will fall upon receptive 
ears and if there is any additional correspondence you feel would be helpful 
from our city please let me know. We will keep in touch with our Congressmen 
and Senators, reminding them of the importance of this matter. 


H. L. SCHUMACHER, 
Mayor. 


City oF Rock ISLAND, ILL., 
May 6, 1958. 
Mr. Harry R. BErTTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 

Dear Mr. Betrers: I welcome this opportunity to place additional emphasis 
regarding our feeling about urban renewal before the House subcommittee. 

Without repeating my remarks of the previous hearing, I would call your 
attention to the growing awareness among our medium-sized and small munici- 
palities on positive-action programs aimed at renewing our cities. 

While having a population of approximately 50,000, Rock Island is part of a 
compact metropolitan area of a quarter of a million people. Many of our prob 
lems, including traffic, shopping and service areas, and housing, become metro 
politan in scale even though our boundaries and population count were to be 
static, such problems continue to grow. 

Without Federal participation on at least a level of two-thirds to one-third ; 
a broadening of the renewal concept under the general neighborhood plan pro- 
visions to encompass even larger portions of the city, and without a clean-cut 
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assurance of Federal support and participation on at least a 10-year basis— 
it is extremely doubtful that satisfactory progress can be made toward a 
comprehensive program of renewal in the medium-sized city. 
Sincerely, 
W. C. Yereer, Mayor. 


Town OF Bast PROVIDENCE, R. L., 
May 7, 1958. 
Mr. Harry R. BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 

DeAR Mr. BeTters: In reply to your letter of April 30 asking for a similar 
statement of indorsement of the urban-renewal program, I am most happy to 
comply. 

I strongly urge that these programs be neither eliminated or curtailed, but 
earried out to the fullest extent. 

No other program, to my knowledge, has done more to assist and strengthen 
the core of these United States, its communities, than have the programs under 
discussion. 

I sincerely hope that everything will be done to insure the carrying out of 
the urban-renewal program to the utmost degree and further that every effort 
be made to eliminate all unnecessary technicalities which tend to cause lengthy 
delay in the processing of applications submitted by the cities and towns. 

With well wishes and best regards, I remain, 

Sincerely yours, 
DanreLt E. Marso, Council President. 





City OF WINSTON-SALEM, N. C., 
May 7, 1958. 
Mr. Harry R. Berrers, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 

Dear Mr. Betrers: When you appear before the House Banking and Cur- 
rency Subcommittee on Housing by all means make the strongest possible repre- 
sentation in favor of continuing Federal aid for urban renewal on the present 
two-thirds to one-third terms. I cannot see how we will accomplish urban re- 
newal in the older areas of Winston-Salem without at least as much Federal 
aid as we have anticipated. We cannot possibly produce sound, livable neigh- 
borhoods in the older sections of the city, with adequate open areas, streets, 
utilities, and other community facilities, unless we get sufficient aid from the 
Urban Renewal Administration. 

Meanwhile, we have evidence that our blighted areas are affecting some of the 
nearby neighborhoods—that our slums are spreading. They will continue to 
spread unless financial aid from the Federal Government is forthcoming. 

Working under a recently amended enabling act for urban renewal, Winston- 
Salem has had its workable program approved and has received a substantial 
planning advance. The city-county planning board has delineated a study area 
for which the urban redevelopment commission will prepare a general neighbor- 
hood renewal plan. Meanwhile, our various codes and ordinances that affect the 
quality of housing are under review by a special committee on revision of codes 
and ordinances. 

We feel that we are doing a good job of slum prevention, but have not begun 
to do the more intensive job of clearance and redevelopment according to a plan. 
I expect that if Federal aid for urban renewal is diminished by Congress, we 
may never really begin the job of clearance and redevelopment. 

As I have said before, I am well aware of defense requirements. However, 
I believe any cut in aid to urban renewal would result in cities that would be 
practically more difficult to defend and spiritually less worthy of defense. 

Sincerely, 
MARSHALL C, Kurrees, Mayor. 
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Crry OF SPRINGFIELD, ILL., 
May 6, 1958. 
Mr. Harry R. BErrTeRs, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 

Dear Mr. Berrers: Under date of January 3, 1958, I wrote to you concerning 
the vital need for continuation of a strong urban renewal program. Therein, I 
emphasized the rapidly increasing trend of the Nation’s population to concen- 
trate on urban areas, the resulting municipal problems, and the increasing ratio 
of Federal participation in collected taxes making it impossible for local and 
State governments to raise the funds needed to arrest the onward march of 
blight. 

Therein, I further emphasized the growing problem of wage-earning citizens 
in lower income brackets to find adequate housing. 

I emphasized in that letter, and now reemphasize, the obvious fact that the 
only alternative to urban renewal is expanded public housing, but public housing 
is not the American way for an independent wage earner. 

Urban renewal also stirs cities to reexamine themselves and insist upon 
modern housing codes, modern zoning codes, and enforcement of the same. 

I note that my letter, along with the communications of chief executives of 
the principal cities in the Nation, was made a part of the record of your ap- 
pearance before the Subcommittee on Housing of the Committee on Banking 
and Currency, House of Representatives, 85th Congress. I repeat the argu- 
ments expressed in that letter, and urge that the Federal Government extend and 
expand urban renewal programs for the benefit of our Nation. 

Very truly yours, 
NELSON O. Howartu, Mayor. 


CiTy OF ALEXANDRIA, VA., 
May 5, 1958. 
Mr. Harry R. BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 

DeaR Mr. Betrers: I desire to take this occasion as mayor of the city of Alex- 
andria, to urge the continued support of the urban renewal program under title I 
of the Housing Act of 1949. 

The economic growth and stability of all American cities today, in my opinion, 
depend in large measure upon their ability to revitalize not alone the sub- 
standard housing areas of the community, but the central business districts of 
these cities as well. 

With the heavy burden imposed upon the cities of every community by the 
imposition of Federal and State taxes, leaves little available from this source 
for the municipality to face up to this great responsibility on its own, and it 
seems to me, therefore, that unless adequate Federal aid can be obtained through 
the urban renewal and redevelopment program, many of the tasks that must 
be accomplished will remain undone. 

While I fully appreciate the need for an expanded defense program, I do not 
feel that we can afford to destroy or curtail all of our domestic programs, and 
especially those involving slum clearance designed to accord to all of our citizens 
decent living conditions. It seems clear to me that if we are to remain strong 
and vibrant as a Nation, we must preserve the internal strength of every 
American family by affording to them a better standard of living as expressed 
in clean, decent, and modern homes. 

I entertain, therefore, the ardent hope, and strongly urge, full support for a 
continuation of the urban renewal and slum clearance program by the House 
Banking and Currency Committee. 

Sincerely yours, 
Leroy 8. BENDHEIM, Mayor. 


CITY OF WYANDOTTE, MIcH., 
May 6, 1958. 


Mr. Harry R. BETTERS, 
Ezecutive Director, United States Conference of Mayors, 
Washington, D. C. 
Dear Mr. BeETTERS: I am still in complete agreement with the United States 
conference of mayors on their stand to obtain at least $350 million annually 








HOUSING ACT OF 1958 413 


over a 10-year period from Federal sources for urban renewal and slum 
clearance. 

The city of Wyandotte has already conducted an analysis of its urban renewal 
needs and is currently working through several commissions and committees to 
formulate a positive urban renewal program. I feel that Federal participation 
in slum clearance and urban renewal is essential if more than a token program 
is to be undertaken. We fully expect industry and private capital to carry 
its share of the load but the results might be questionable without Federal 
participation to a greater degree than is now indicated. 

If there is anything I can do to aid the effort, please let me know. 

Sincerely yours, 
JOHN B. McoCau ey, Mayor. 


City OF SEATTLE, 
May 5, 1958. 
Mr. Harry R. BETTeERS, 
Executive Director, United States Conference of Mayors, 
Washington, D. OC. 

DEAR Mr. Berters: The following is for inclusion as a part of the record 
before the House subcommittee : 

“T feel that it is most important that the urban renewal program be extended 
and that funds that have heretofore been made available be released by 
executive direction. It is only when we revitalize the face of our American 
cities that we can expect to build a strong America.” 

Sincerely, 
Gorpon 8. CLinton, Mayor. 


EXECUTIVE DEPARTMENT, 
Somerville, Mass., May 5, 1958. 
Mr. Harry R. BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 
DeaR Sir: I strongly support continuance of the Federal slum clearance and 
urban renewal program under title I of the Housing Act of 1949. 
Very truly yours, 
WILLIAM J. Donovan, Mayor. 


Ciry or CHARLOTTE, N. C., 
March 27, 1958. 
Mr. Harry BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 

DEAR Harry: Reference is made to your bulletin of March 20, with particular 
reference to a bill, which proposes to cut Federal participation from the present 
66% percent to 50 percent by 1963. 

We have just reactivated our urban renewal commission and are making 
every effort to do a thorough job of urban renewal in certain sections of 
our city in which it is badly needed. If the bill passes in its present form, 
it will kill urban renewal as far as Charlotte is concerned, for the simple 
reason that we do not have the necessary funds to participate on a 50-50 
basis. 

It further appears that Charlotte is rapidly approaching its constitutional 
limit insofar as additional bonds are concerned, and it is doubtful that bonds 
could be issued for this reason to finance the program. 

The city of Charlotte wishes to be registered with your organization as 
vigorously opposing this cutback. 

Sincerely, 
H. A. YANcey, City Manager. 
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Crry or NorRFOLK, VA., 
May 2, 1958. 
Mr. Harry R. BETTERs, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 

Dear Mr. Betrers: Your letter of April 30, 1958, requested a statement sup- 
porting the continuance of the urban renewal program to be included as a 
part of the record before the House subcommittee. 

Enclosed is a portion of my statement pertaining to urban renewal which I 
made before the House Governmental Relations Subcommittee on December 11, 
1957. 

Sincerely yours, 
THOMAS F. MAXxweELL, City Manager. 





EXCERPT FROM STATEMENT MADE BEFORE THE HOUSE OF INTERGOVERNMENTAL 
RELATIONS SUBCOMMITTEE, DECEMBER 11, 1957, IN RALEIGH, N. C. 


We, in Norfolk, wish to emphasize as strongly as possible our belief that the 
continuation in the urban renewal program is absolutely essential to the survival 
of the central cities in the metropolitan areas. Because our program was acti- 
vated nearly 6 years ago, we feel the experience Norfolk has had with slum 
clearance and redevelopment may be useful and of interest to this committee as an 
éxample of local and national benefits derived from a Federal grant-in-aid 
program. 

A few years ago Norfolk had 600 acres of slums and one area was known far 
and wide as perhaps the worst in the Nation. 

Hundreds of acres of shacks produced an average assessment of $300, an average 
tax of $9 per year. In one 40-block area, the total tax revenue was less than 
$40,000, and the cost of the city services came to more than a quarter of a million 
dollars. 

The serious and costly nature of such conditions was spotlighted by a pre- 
liminary study which cost us something like $20,000, which is one of the best 
expenditures the city ever made. 

The value of the urban renewal and public housing program is now admitted 
on every side, and there were at least two sides when we started. 

These were improvements that figured most prominently this year in winning 
Norfolk a first place award in Look magazine’s home achievement competition. 

We would not have won it without the urban renewal program. 

Norfolk was one of the nine cities in the Nation so honored. I do not recall 
all of them, but I doubt if any of them would have won this recognition without 
that program. 

The economic gains of city, State, and Nation already realized from one de- 
velopment, a new industrial strip along Tidewater Drive, are enough in them- 
selves to make the program worthwhile. 

Total taxes from the new multi-million-dollar enterprises in this develop- 
ment—and gentlemen, you take most of their taxes at the Federal Government 
level, we just get the leavings—are several times greater than the revenue the 
slums they replaced could ever produce. 

But the impact on our and your people—all of us are your people—in terms of 
better living and hence better citizens, cannot be stated in terms of dollars, 

Similar gains are anticipated from the reuse of a 5-acre tract near the Federal 
building, and from new commercial and industrial sites being made available in 
our second redevelpoment project along with a new medical center and sites for 
privately developed apartments. 

Still other benefits, social, economic, promise to result from a proposed 140-acre 
project the redevelopment authority is now planning to undertake in our down- 
town area. What the State, the city, and Nation stand to gain in this area is 
indicated by the fact that the entire 140 acres, excluding 2 buildings, now con- 
tributes only about $143,000 in city taxes, an amount matched by almost any 10 
buildings that you can walk down our main street and pick out. 

Gentlemen, it is our opinion that this amazing improvement in the city of 
Norfolk, and therefore in the Nation, would not come to pass, but for the Federal- 
aid program which stimulated the people of Norfolk to do a tremendous job. 
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City oF RICHMOND, CALIF., 


May 12, 1958. 
Mr. Harry R. Berrers, 


Evecutive Director, United States Conference of Mayors, 
Washington, D.C. 
Dear Mr. Bertrers: In answer to your request of April 30, 1958, I am enclosing 
a statement reporting our experiences to date in urban renewal and our recom- 
mendations for its future administration. Your assistance in our behalf on this 
vital subject is appreciated. 


FEDERAL PARTICIPATION IN URBAN RENEWAL 


For as many years as all of us can remember we have seen slum conditions 
in every city in the country; conditions that were so general that they came close 
to being accepted by some as a necessary but evil part of our way of life. 

Fortunately, the Housing Act of 1949 with its subsequent amendments in the 
last few years has finally provided a vehicle by which these conditions can be 
eliminated. 

The city of Richmond took an early lead in this program, perhaps because of 
immediate necessity due to removal of over 16,000 units of temporary wartime 
housing. Successfully, we have continued our program and can now show 
completed projects, sufficient to encourage organization within the city for a full- 
scale and long-term program to revitalize our city. 

It is not only logical but imperative that the national program be continued 
and also expanded to allow for protection of investment in our greatest single 
asset, that of the home and its environment. 

We further wish to endorse your efforts in proving that continuing Federal 
participation is vital to the success of the program. Should this essential 
catalyst of the operation be removed, it is certain that all of the benefits about 
to be accrued as a result of years of preparatory work will be wasted. 

The present method of Federal and local cooperation is a feasible plan that 
is working efficiently and is on the threshold of major accomplishment. It is 
not logical that this means should be thrown aside to experiment with methods 
that indicate insurmountable obstacles, both in time and money. 

We completely support your efforts in requesting continuance of Federal par- 
ticipation; not only in extension of the allowable funds to the minimum of 
$350 million per year, but also for a logical 10-year plan that will allow ade- 
quate local programing to continue. 

The city of Richmond has made every possible effort to provide financing for 
its redevelopment projects without Federal assistance when circumstances per- 
mitted and has been able to do so in 3 projects, 2 of which are now in the 
completed stage. However, as we enter resident-occupied neighborhoods in 
which every conceivable problem exists, we have found this to be no longer 
possible. We have also found that these areas have only one other alternative 
without redevelopment; a progressive deterioration principally due to the lack 
of public facilities and poor planning in the original development. Due to this 
situation all new development has occurred in the suburbs away from our urban 
areas. This certainly will not allow a city to remain in a healthy financial 
position for long. 

We are able at the present time to show eight redevelopment projects in stages 
varying from the planning stage to physical completion. In a recent 10-year 
estimate we found our projected needs to approximate $20 million in Federal 
aid. This will illustrate the emphatic need for continuance of the Federal 
program. 

SECTION 220 


Section 220 may be improved by extension of its use to include loans for any 
existing home in an urban renewal project area which will pass FHA standards 
of inspection. Since many of the owners are saddled with short-term, high- 
interest loans, this would encourage beyond-code remodeling where the expendi- 
tures would be less than the 20-percent requirement now in force. It would 
also encourage sales by some families whose requirements do not suit the size 
of the home, thereby introducing a new family who would be more receptive to 
remodeling expenditures. 
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SECTION 221 


The ceiling in section 221 loans in relocation should be extended to approxi- 
mately $12,000 in place of the present $9,000 limit. 

It is not necessarily true that displacees from urban renewal areas or other 
governmental actions cannot afford more than the present price ceiling for hous- 
ing. As a matter of fact, a large number of our problem cases involve large 
families requiring four bedrooms that are forced to accept rundown accommoda- 
tions at high monthly rentals. It is not possible to purchase or build housing 
in our area to suit such conditions within the $9,000 limit. 


PUBLIC HOUSING 


The needs in this branch of the program should be further examined to prove 
its value for special categories such as the elderly and displaced families. Since 
individual social problems are one of the prime reasons behind the need for 
public housing, education or means to solve the problems of these families should 
be a required part of administration of projects. A real effort should also be 
made to make such an accommodation as temporary as possible. Use of section 
221 should be encouraged to provide homeownership as soon as the conditions 
of the family permit. 

It may be of interest to note that in several cities considering full-scale use of 
public housing that their projected needs show only around 1 dwelling unit 
per 100 of total population. 

Should such a ceiling be found feasible, incorporation of the limit into the 
law would dispel fears and arguments from many groups that private industry 
is being overcome. 

IMPROVEMENTS IN FEDERAL ADMINISTRATION 


The time tag in processing all urban renewal paperwork is a serious problem 
in execution of any project. While every possible help has been forthcoming 
from all HHFA branches, the need for augmentation of staff is very apparent 
to speed this processing. 

We believe that the requirement of 20-percent blight for conservation or re- 
habilitation project eligibility is too strict. Much more in the way of preventive 
work could be done in a less expensive manner if reasonably good neighborhoods 
were allowed to participate in the program. 

A second problem has arisen in relocation where no payment is allowed for 
loss of good will in the case of the small family-type store. Moving expenses 
alone are not sufficient to provide means of entering into business at another 
location. In almost every redevelopment project vociferous objection is in evi- 
dence when this condition is discovered by the owners. 

More serious thought can be given to redevelopment laws in regard to rebuild- 
ing of nonresidential areas. Commercial and industrial blight can be just as 
serious a problem as housing to a community if no means can be found to correct 
it. The role of urban renewal embraces every phase of community development 
and living pattern for the economic betterment of its people. 

We wish to thank you for your sincere efforts in obtaining representation for 
us in this critical subject. 

Sincerely, 
Epwin S. Howe tt, City Manager. 


City OF MILWAUKEE, WIS., 
May 138, 1958. 
Mr. Harry R. BeEtTrTeERS, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 

Dear Harry: Enclosed herewith is a statement on urban renewal which I 
am submitting in accordance with the request contained in your letter of April 
30. I hope the statement can be of value to you in connection with the testimony 
scheduled before the House subcommittee. 

Very truly yours, 


FRANK P. ZEIDLER, Mayor. 
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STATEMENT OF THE HONORABLE FRANK P. ZeEIDLER, MAYOR OF MILWAUKEE, WIS., 
TO THE SUBCOMMITTEE ON HOUSING OF THE HOUSE BANKING AND CURRENCY 
COMMITTEE 


Gentlemen, some 5 months ago I had the pleasure of testifying before hearings 
conducted by your committee in Chicago, Ill. Since that time one thing is still 
very evident: the need for urban renewal has not decreased, and if anything, 
the need has actually increased. It has increased for a simple reason that 
Milwaukee along with many other American cities has had an inadequate pro- 
gram of urban renewal, and it has not been able to combat the growth of slums 
and blight as rapidly as slums and blight are being formed. The amount of 
blight and slum in the city of Milwaukee has continued to increase faster than 
our efforts to catch up with the problem. Such an increase has occurred in spite 
of the fact that Milwaukee has, in my opinion, one of the outstanding programs 
of housing code enforcement, and a program for the razing of unsafe buildings 
of any city equal to any in the Nation. 

In fact, during the last 2 years the Milwaukee Health Department in enforc- 
ing the housing code, has issued orders requiring more than 55,000 different im- 
provements. Over 70 percent of those orders have been complied with. Mil- 
waukee is proud of this record, but the enforcement of codes is no substitute for 
urban renewal on a full scale. A true urban renewal program must be well- 
rounded, and the enforcement of codes is but one aspect of this program. 

Milwaukee is concerned that removal of Federal aid will mean that the city’s 
efforts to cope with the spread of slums and blight will be largely confined to 
the enforcement of building and housing codes. Code enforcement can do little 
more than slow down the deterioration of older neighborhoods. Code enforce- 
ment cannot force demolition of those structures which presently are deterio- 
rated to the point where they are not suitable for human habitation, but where 
they are not sufficiently endangering the life and health of their occupants to 
convince a court. Code enforcement cannot regenerate a slum. Only a vital 
urban renewal program designed to meet the entire needs of a city can accom- 
plish these purposes. The cities are helping themselves but they cannot provide 
for financing of such a vital program. They need adequate Federal aid. 

The cities, based upon the expressed statements of this administration, have 
initiated programs to raise matching funds for urban renewal, but local match- 
ing funds alone cannot accomplish what needs to be done. It is a matter of 
necessity that the Federal Government continue its support. 

Specifically, I believe the urban renewal program should be strengthened as 
follows: 

(1) There should be authorized and appropriated a continuing capital grant 
program for at least a 10-year period. The amount of capital grant funds to 
be made available each year should be substantially in excess of the amount 
presently being made available. 

(2) The financing formula should be changed so that public works which 
benefit any part of a project area, including such public works that benefit the 
city as a whole, can be included as offsets to local costs. In this connection I 
believe the law should specifically state that public works which are started 
before the city has a contractual relationship with the Federal Government, if 
they benefit the project area, should be available as so-called noncash grant-in- 
aid. In addition the proportion of projects locally financed should be decreased. 

(3) As the urban renewal program proceeds, it should be better coordinated 
with the requirements of civil defense, so that we can rebuild our cities in a 
manner that is practicable and at the same time achieve cities which are more 
resistant to enemy attack. 

(4) The section 221 program for relocation should be so revised as to make 
the mortgage limits therein more realistic and more reflective of construction 
costs that presently exist. They should also be revised so that 221 housing could 
be located anywhere within the metropolitan area, rather than just within the 
city limits of the city which has applied for a section 221 allocation. We cannot 
at one point talk about furthering metropolitan planning as the Housing Act of 
1954 does, and at another point restrict our thinking to the city limits under 
this special aid as provided for in the Housing Act. 

(5) In order to help solve the problem of relocation of those families who 
cannot afford private housing even though they receive a partial subsidy through 
the 221 device, we must have a meaningful, workable public housing program. 
The urban renewal program will continue to be significant, not only as it clears 
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slums, but as it increases the adequate supply of adequate housing in the 
community. 

(6) The creation of the Department of Urban Affairs appears to be the best 
way of coordinating at the Federal level the various Federal programs including 
urban renewal, the interstate highway program as it effects cities, the Federal 
civil defense program, ete. The national concern with the great majority of 
our population which today lives in urban centers must be reflected in a depart- 
ment concerned with the problems of urban dwellers and the political entities 
in which they live. Just as it was necessary 100 years ago to create a depart- 
ment to concern itself with the affairs of the farm groups, today it is necessary 
to create a department which will concern itself with the affairs of the city 
dwellers. 

The growth of our Nation today lies in the growth of our cities. The health 
of the Nation, therefore, is becoming more and more bound up with the health 
of the places in which people live, their cities. We must, therefore, have a pro- 
gram which will indeed bring good health to the Nation’s cities. 

The actions of your committee, and of this Congress will not only determine 
the health of my city of Milwaukee, but the health, the welfare, and the vitality 
of those tens of millions of Americans who today already live in cities, and those 
additional tens of millions of Americans, who the population experts tell us, 
will live in the cities of tomorrow. 

It is up to you to determine the types of cities they will live in, and under 
what conditions they will live. 


CITy OF LAWRENCE, MASS., 
May 13, 1958. 
Mr. Harry R. Berrers, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 

Dear Mr. Betrers: As mayor of the city of Lawrence, I am deeply concerned 
with our vitally needed slum-clearance program. Recently, Lawrence received 
Federal approval of its workable program for the elimination of slums and 
blight. The city now has an urban renewal project in the final planning stage 
and has underway an additional low-rent elderly-housing project. These are 
but some of the essential local steps taken so far under a program that perhaps 
will be the vehicle to rebuild and strengthen our older urban cities. 

The problem confronting community development groups differs from one area 
co the other but, in general, most urban communities face development problems 
which require thoughtful attention. Included in these problems are many fac- 
tors relating to the spreading blight in our older central cities. Consequently, 
increased financial strain has been placed on cities not only as a result of higher 
levels of municipal services, but also because there has been a lack of optimum 
utilization of our local land resources. In the case of Lawrence, heavy indus- 
trial facilities located near our downtown area have become outdated for modern 
industrial use. 

Unless one is prepared to face up to the abandonment of downtown industrial 
area, there certainly must be more thoughtful provision made for reuse of urban 
areas for new industrial purposes. 

Since testimony is being received to help shape the framework of the slum 
clearance and urban renewal programs, I would like to submit the following 
for committee consideration : 

I believe that there can be initiated in the Congress a definite direction to 
assist urban communities who have the primary responsibility for planning and 
financing their own economic development. The Commonwealth of Massachu- 
setts has enacted into law a new chapter 613 of the General Laws of the Com- 
monuwealth. This act further defines renewal and redevelopment projects deal- 
ing with the State Housing Act, chapter 121 of the general laws. The amend- 
ment redefines the scope of “blighted open areas” by including blighted commer- 
cial and industrial sections. This State act is inoperative unless title I of the 
Federal Housing Act of 1954 is amended to include both commercial and indus- 
trial blighted areas, in line with the Commonwealth’s action. 

If legislation in this regard can be proposed and enacted, a program already 
set up could become immediately effective toward the rehabilitation of declining 
commercial and industrial areas. At the moment, both the State and Federal 
housing people have their hands tied, 
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The question today is not only to develop board programs for the elimination 
and prevention of area distress, it is equally as important, in my opinion, that 
legislation dealing with industrial renovation, the basic foundation of our urban 
economy, be enacted to help our all-important community-tax base. 

From the viewpoint of Lawrence, I am able to point to specific industrial areas 
that need complete redevelopment from the standpoint of demolition and land 
preparation for new industrial uses. This is a must if this city is to counteract 
its declining tax base. 

Therefore, I would like to put the city council of Lawrence and the citizens 
of Lawrence on record as strongly supporting a broadened urban renewal pro- 
gram which would include commercial and industrial areas. 

Very truly yours, 
JOHN J. BucKLEy, Mayor. 


STATEMENT SUBMITTED BY WALTER H. REYNOLDS, MAyYor, PROVIDENCE, R. L, 
TO THE UNITED STATES CONFERENCE OF MAYORS FOR TRANSMITTAL TO THE HOUSE 
BANKING AND CURRENCY SUBCOMMITTEE ON HOUSING 


Federal participation in the urban renewal program of our cities is justified on 
the general principle that the Federal Government must give support to those 
necessary efforts for the common welfare which exceed the capacities of smaller 
political units alone. 

I offer no arguments that the urban renewal program must be pressed vigor- 
ously by our cities; that is obvious to anyone familiar with the patterns of urban 
blight and obsolescence. Nor do I offer arguments to show that the cost of this 
work exceeds the capacities of even the largest and wealthiest of cities; that, too, 
is obvious on the principle that the larger and wealthier the city, the more 
expensive the land acquisition and site preparation costs. 

What I wish to emphasize is a conclusion from the premise I have mentioned ; 
we must conclude that the Federal contribution to the urban renewal program 
not only must not be reduced, but must be gradually increased to at least four- 
fifths of the net project cost. 

What is the rule by which to determine what the Federal contribution to the 
program should be? It is clearly this: To determine the Federal contribution, we 
must first determine the cost of urban renewal and the limits of municipal 
capacity ; the difference between cost and municipal capacity is the burden to be 
carried by the Federal Government. 

Being wedded to the program and convinced of its necessity, and being in- 
formed of the limited capacities of our cities, any Congressman will see that 
the Federal contributions are absolutely indispensable, making up the difference 
between hope and having, between the dream and the realization. 

The precise question at issue is: How much must the Federal Government 
allocate and contribute percentagewise in order to bridge the gap between what 
the cities can do alone and what needs to be done? Some representatives of the 
administration have replied: Allocate $250 million and provide for a 50-50 
sharing of costs. ‘These gentlemen are unrealistic and ill-informed. 

Let me explain in terms of the program of the city of Providence the de- 
structive effect of a reduction of Federal contributions to urban renewal. 

If the city’s contributions to our gross projected $45 million renewal program, 
to be completed by 1965, were raised from one-third to one-half the net cost, 
instead of contributing $1014 million, we should have to contribute $15% million. 
We have already planned to spend all the money we can possibly raise for urban 
renewal. Where do we get that additional $5 million? Our ability to amortize 
our bonded indebtedness will not permit a 50-percent increase in our renewal 
investments. 

If the work costs us half as much again as we originally planned, it will take 
us half as long again to raise the money and complete the work. But urban 
blight will not wait for us: it spreads; and the longer it spreads, the wider and 
more devastating it becomes. Our biggest problem is that even now we cannot 
go fast enough because the limit of our financial resources has already been 
reached. If the Federal Government demands 50 percent more from us, we 
shall lose ground so fast that we will never have a workable priority schedule 
to fight urban decay. 

Gentlemen, this problem is urgent; to go half as fast would be equivalent to 
going nowhere at all. If you had only 33 cents in your pocket and were about 
to take a nonstop trip on a Government-owned train, you couldn’t go half of 
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the way if the price went up to 50 cents. You couldn’t get anywhere at all. 
Let me assure you that urban renewal is a nonstop trip. 

Halfway measures are futile, wasteful, and unconscionable. Our city is tuned 
to a high pitch of activity in renewal efforts ; we have revamped the organization 
of our building department and passed a broad new building ordinance; we have 
created a new administrative department to enforce our new minimum standards 
housing ordinance; we have reorganized the city planning elements and sched- 
ules; we have programed a new and large bond issue to support renewal and 
we have created a special assistant to the mayor delegated with the responsi- 
bility of securing the cooperation and mutual interest of city departments in 
the renewal effort. To reduce Federal contributions to the program now would 
be as ineffectual as letting go of the hands of a child after he has taken his first 
three steps. You can demand that he stand, but the weight of his weakness 
will carry him down. 

We have spent a lot of money and effort, trusting Congress to see this program 
to realistic proportions. Nearsighted legislation at this time would play Judas 
to the most valuable and necessary efforts toward urban revivification. 

Most cities, and certainly my own city, are spending as much as is financially 
defensible on the renewal program. It is clear that the more renewal costs these 
cities, the slower the work will go; the less it costs the city, the faster it will go. 
We are tooled to maximum efficiency in the planning and execution of renewal 
projects: the pace of this work depends upon the Federal Government; how 
fast we can do this job is entirely in your hands. 

We of the city of Providence are engaged in an impressively large and dy- 
namic program. Seven distinct renewal projects are active. Three of these 
are already “on the ground” and two of those are virtually complete; the third, 
our West River Industrial project, already under loan and grant, is now in the 
disposition stage. Within a few months our Point Street project will begin its 
development. The remaining three active projects are in advanced planning 
stages and await the availability of further Federal funds. 

The contract with the Federal Government for the execution stage projects 
exceeds $1014 million in gross costs, or more than one-third of the gross receipts 
of the city for a single year. The present schedule of projects to be completed 
before 1965, and not yet on the ground, exceeds $35 million in gross costs. 

No doubt this indicates our ambition and initiative. But we see a dark side 
to this schedule when we compare what we plan to do with what we need to 
be doing. Our total, $45 million program, begun in 1947 and projected over 
the next 8 years would, if completed tomorrow, remove only 18 percent of the 
total blighted area of the city. But the day after tomorrow the slum area 
would have increased and what would be 18-percent victory tomorrow would 
be substantially less a day later. In other words, the program which gives 
18-percent victory today will give far less 8 years from now when it will be 
actually complete. Hence, to be successful, the pace of the work must accelerate 
and every day we lose makes the distance left to run disproportionately longer. 

In all, there are 72,000 dwelling units in our city; 3 out of 4, or 54,000, are 
over 35 years old; 36,000 units, or 50 percent, are now, or soon will be below 
eurrent standards of desirable housing. Two years ago we estimated that 7,000 
units were in slum condition and that they and surrounding property must be 
cleared for redevelopment. By the end of 1958 we shall have removed 1,100 
of those critical units and highway programs will have removed several hundred 
more; and yet to our dismay we discover that our gains are negated by the 
deterioration of units which could have been saved by a large enough program 
of rehabilitation and conservation. 

If we took 10 years to remove one-seventh of the blight, and if it took less than 
50 years to create all of it, then, unless this program is immediately stepped up, 
our gains will become inconsequential. 

This is why I insist that the Federal contribution to the program must be 
increased. If the Federal contributions to urban renewal were adjusted to an 
80-20-percent ratio based on net project cost, our financial resources would per- 
mit us to extend our program at least one-half again in size. This marginal 
gain over the present program may well make the difference between our for- 
ever trailing the spread of blight, despite our vigorous and citywide enforcement 
of our minimum standards housing ordinance, and some day being able to get 
in front of it and block it off throughout the entire city. 

To be more specific about the matter of proposed improvements in Federal 
legislation, I wish to make the following assertions and proposals: 
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1. To reduce the percentage of Federal contribution to project costs or 
to reduce the total of capital grant authority made available to the Nation’s 
cities and towns would be unbelievably shortsighted. Under no conditions 
whatever should Congress contemplate such action; it would be equivalent 
to a congressional sentence to urban ruin. 

2. To increase the percentage of Federal participation will not alone 
achieve the necessary acceleration of this program. Money must be made 
available throughout the Nation for enough loans and grants to go around. 
We have several times in the past had the experience of having the HHFA 
sidetrack an application for survey and planning or for a loan-and-grant 
contract, because there was no further Federal money available in that 
fiscal year; this is frustrating to our best endeavor. Instead of a year-by- 
year authorization of funds, the Congress should authorize a continuing 
10-year program of at least $350 million annually, with an optimum expendi- 
ture of $5 billion by the end of the 10 years. At all events, the program 
must be continual, authorized for at least 10 years without interruption or 
fear of cutback. 

Mayor Hynes of Boston has recommended that Congress set itself a goal, 
as in the highway program, and supply all the means necessary to achieve 
it before the date selected. This is an ambitious proposal; certainly that 
kind of thinking is needed in this program. 

3. The scope of title I must be expanded to allow for the clearance or 
rehabilitation of commercial and industrial slums for commercial and indus- 
trial reuse. The business and working conditions of a city do directly affect 
the housing conditions; and it is naive to restrict Federal aid to projects 
which are primarily residential. 

4. The limitations on the eligible local noncash grants in aid should be 
eased to allow as a credit to a city’s share certain public facilities com- 
pleted prior to project approval but undertaken after the area has been 
designated an urban renewal area by the municipal government. Secondly, 
within projects, not chiefly serving the project area, but serving the city, 
the city should be allowed to claim as a credit those public improvements 
located within projects, not chiefly serving the project area, but serving the 
city as a whole. Thirdly, if the city constructs a public facility outside the 
project area, but which is designed primarily to serve the area, there should 
be some credit allowance since the project area is materially affected. 

5. Residential relocation payments should be paid on a lump sum basis of 
$100 to all families in a project area on the date of condemnation, who 
present evidence of having later moved. Where further administrative pro- 
cedures should be required; this would save a tremendous amount of staff 
time and administrative expense. Residential and commercial relocation 
payments should be made available to all families and businesses relocated 
from any urban renewal or public works activity in which the Federal 
Government is a financial participant. 

6. In the cause of fairness to the family type businessman who has built 
up a small store with considerable neighborhood good will, some provision 
in excess of the mere cost of relocation must be made to give him a chance 
to reestablish himself in business in a new location. The tenant small-busi- 
nessman, relocated from urban renewal public housing and public works 
project areas, is often driven out of business. As a mayor, I feel I have a 
responsibility to secure from the Federal Government assurance that the 
livelihood of such small enterprises will be protected. I suggest that at least 
221 mortgage insurance be supplied, or that the Small Business Administra- 
tion be empowered and directed to assist these businessmen by sending a field 
representative to help them in relocating and refinancing their businesses. 

7. The 221 mortgage insurance provisions should be extended to permit 
mortgage insurance for 2-, 3-, and 4-unit dwellings, whether new or used, 
which are purchased by persons relocated from any federally aided govern- 
mental project. Secondly, the 221 mortgage insurance provisions should 
be extended to allow displaced families to select relocation housing any- 
where in the metropolitan area and its environs. Thirdly, the 221 mortgage 
insurance limits for both low-cost and high-cost areas should be raised by 
$2,000 to $3,000. These or equivalent measures will facilitate and dignify 
the relocation efforts of the city. 

8. In order to bolster the housing market in slack periods and to expedite 
and facilitate relocation of former homeowners and former tenants in 
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periods of tight money, the FHA should be permitted to make direct low- 
interest, long-term mortgage loans for displaced persons who are unable 
to secure mortgage mouey from local banks, although they are reasonable 
credit risks. 

9. We must have some further tools to implement rehabilitation. FHA 
could be of substantial help if it were empowered, out of a $100 million 
revolying fund, to make direct loans for rehabilitation to families in urban 
renewal, rehabilitation and conservation projects, who cannot obtain financ- 
ing from normal sources and whose rehabilitation plans have been approved 
by the LPA as reasonable and in accord with the standards for the project. 

Many of these recommendations have already been made by the United States 
Conference of Mayors and by individual mayors who have discussed this sub- 
ject. They are supported and enforced by our experience in Providence, one 
of the most active cities in the country in its attempts to put the urban renewal 
program on the ground. 

Speaking for my city, and again, I am sure for many others, I say: We are 
doing our best; we have tapped every resource; we are doing our share. All 
we need for success is congressional support and financial assistance. What 
we cannot do alone; we cannot fail in doing together. 

We need renewed support from Congress and renewed assurance that our 
Government not only approves our efforts, but will also express confidence in 
our willingness to help ourselves. Congress can show that confidence with real- 
ism only by enthusiastically and liberally endowing the Urban Renewal Ad- 
ministration with funds and power to expedite the national program. 





Toirepo, Oun10, May 15, 1958. 
Harry S. BETTeERS, 
Executive Director, United States Conference of Mayors, 
Washington, D. C.: 

The city of Toledo is vitally concerned with the continuation of the Federal 
slum clearance and urban renewal program. We plan extensive local programs 
which will be impossible to accomplish without Federal aid. Please urge this 
committee to continue the urban renewal program at least at its present level. 

JOHN W. YAGER, Mayor. 


STATEMENT By RiIcHARD J. DALEY, MAyor, Ciry OF CHICAGO, ON FEDERAL AID FOR 
HousInG AND URBAN RENEWAL 


Hearings of the Subcommittee on Housing, Banking and Currency Committee, 
United States House of Representatives. 

During the last year I have had the opportunity to express our continuing con- 
cern with and support for a continuing and expanding program for housing and 
urban renewal before your committee. The city of Chicago has been a pioneer 
in this program and has continued and expanded its program. As I have said 
before, we believe that it is to meet the genuine and urgent needs of our people. 

We are in a position to report progress : 

In the period 1950-56 the number of dilapidated housing units in the city of 
Chicago decreased by 26.9 percent, the number of substandard housing units by 
31.1 percent. These data are based on the information obtained by the United 
States Census Bureau in the national housing inventory of December 1956 and 
its supplementation for the city of Chicago which our city agencies had arranged 
for with the Bureau. 

Moreover it seems important to state that the impact of our land clearance 
program stepped up building inspection services, the new housing and building 
code, the revised comprehensive zoning ordinance, and interest being generated 
in community conservation as a result of the Hyde Park-Kenwood community 
conservation program are important factors in maintaining continuing action 
toward the eventual elimination of slums and substandard housing. 

These factors, together with our program of community facilities such as 
schools, parks and playgrounds, and the development of an expressway system 
have resulted, as shown in the data cited above, in definite improvements in our 
city. Continuing Federal aid under the housing acts passed by Congress since 
1949 has been a major factor in making this progress possible. 
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The city of Chicago has heen in the forefront at all times with respect to financ- 
ing the city’s share of its housing and urban-renewal program. In 1947 the voters 
of the city of Chicago passed a referendum bond issue in the amount of $15 million 
for slum clearance and redevelopment together with an additional $15 million for 
relocation housing for displaced families. These funds, together with grants from 
our State, laid the foundation for initiating a program of urban renewal in 
Chicago. In 1957 the voters of Chicago again approved the continuation of this 
program by again voting bond issues in the extent of $20 million for land 
clearance and community conservation. 

Specifically I should like to make these recommendations : 

1. The Federal aid program should be put on a 10-year basis. The problems 
of development and execution of projects are such that it is necessary to 
provide a long-term basis so that the necessary continuity can be maintained. 

2. Recent studies have shown the need for Federal aid for urban renewal of 
$350 million annually if projects are not to be delayed. It has been reported 
that at the beginning of the coming fiscal year applications for more than 
$350 million will be in the hands of the Urban Renewal Administration. The 
limitations on funds available for any given year should be kept flexible 
within the total amount authorized to prevent unnecessary and undesirable 
delays. 

3. A continuing need exists for public housing which is the major resource 
for the relocation of families of low income displaced by urban renewal and 
public improvement projects. 

4. The present cost limitations on relocation housing to be built with 
mortgage insurance under section 221 are unrealistic. We recommend an 
increase to $14,000. 

The present limitations on the use of Federal funds for nonresidential 
redevelopment projects should be removed to enable communities to develop 
well-balanced renewal programs. 

6. Because of our experience during these years and our firm belief that 
it is possible to eliminate the slums from our city and to create an environ- 
ment in which strong, healthy, and thriving communities can flourish, I urge 
that Federal aid for these programs be continued an: expanded. 

Mr. Ratns. I think we will let our charming colleague from Detroit 
present our next witness. Mrs. Griffiths. 

Mrs. Grorvirus. Thank you. I would like to present my most 
distinguished constituent, our mayor, and the best mayor Detroit 
has had. 

Mr. Rains. That is a good sendoff. Our next witness is the mayor 
of Detroit, Mayor Miriani. You may proceed, Mayor Miriani. 

Mr. Mirtant. Mr. Chairman, may I say I appreciate what Mrs. 
Martha Griffiths, my Congresslady, has said, but even though you are 
going to keep her here most of the summer, we are going to help her 
get reelected so she will be here next year. 

Mr. Rats. You may proceed, Mayor. 


STATEMENT OF HON. LOUIS C. MIRIANI, MAYOR, DETROIT, MICH. 


Mr. Mrirtant. As mayor of the city of Detroit, and as a former 
member and president of the Detroit City Council, I have had a front 
seat in seeing a community of some 3 million people benefited from 
housing legislation. 

We in Detroit are most thankful for the passage of housing legis- 
lation by Congress, beginning with oy: Housing Act of 1937, and 
continuing with redevelopment aid in 1949 and neighborhood con- 
servation and rehabilitation in 1954. 

We have a reason to be thankful. I need not cite to any statistics, 
noro utline to you what had happened to the core cities of metro- 
politan areas due to the upheavols caused by shifting and expanding 
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populations; the transportation and industrial evolution, and other 
facts that resulted in the major domestic problem of our generation— 
the metropolitan explosion. 

We in Detroit were not alone in being rescued from the quagmire 
of residential and industrial blight. I say rescued, because like all 
major industrial communities we were helplessly and hopelessly mired 
and would never have been able to extricate ourselves without such 
timely outside aid. 

Detroit moved quickly to take advantage of these new tools as 
quickly as they were made available and accepted the passage of 
housing legislation as a challenge to local initiative and an op- 
portunity for improving living and working conditions in our 
community. 

Detroit’s public-housing program includes two Public Works Ad- 
ministration projects which were followed by additional construc- 
tion after the passage of the Housing Act of 1937. Our 2 most re- 
cently built public-housing projects were completed in 1955 and we 
are at the present time operating 8,155 dwelling units in 8 projects. 

In addition to completed projects, we have under contract with 
the Public Housing Administration 3,874 dwelling units for which 
an annual contributions contract was signed in 1952. We would like 
to proceed immediately with the construction of the first 1,250 units 
of this project of which 672 will be built in 2 high-rising build- 
ings and will be especially designed for elderly persons. 

The balance of 578 will be row houses and will provide 3-, 4-, and 5- 
bedroom units for large families. Unfortunately, this project has 
been delayed because the Public Housing Administration, having set 
a ceiling of $17,000, has not approved our estimated dwelling unit 
cost of $17,600 brought about by the cost of acquiring expensive 
slum land. 

We wish to go on record in support of section 107 in Senate bill 
4035 which provides for municipal credits in consideration of the 
tax-exemption features in section 10 of the Housing Act of 1937. 

This seems to offer a solution in breaking the deadlock we now face 
in the above-mentioned project. 

Detroit, too, has been engaged in redevelopment and urban renewal 
since passage of the Housing Act of 1949. When the 1949 act author- 
ized Federal urban redevelopment grants, application was made and 
funds approved for the 128-acre Gratiot redevelopment project which 
became Detroit's first redevelopment endeavor and one of the first in 
the country. At the present time, we are working on 7 additional 
federally aided redevelopment projects, 3 of which are under loan and 
grant contract. A major item in Detroit’s 6-year capital improvement 
program is the loca) one-third contribution required for these redevel- 
opment projects and for our neighborhood conservation projects. 

Of the conservation projects for which Federal funds are urgently 
needed, the most advanced is the Mack-Concord conservation project, 
the first of its kind in the country for which a loan and grant contract 
was signed. 

I have submitted a pamphlet for the committee’s information which 
outlines the programs planned by Detroit for the rehabilitation of 
rundown industrial areas. 
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I can honestly say I believe a fine start has been made to meet these 
serious problems of not only eradicating blight, but also moving 
toward the containment of blighted areas and preventing the further 
spread of blight. 

Mr. Rains. Will you interrupt your testimony long enough for me 
to see that pamphlet? That is going to be one of the items at issue 
in this bill. 

It seems that Mr. Addonizio is insisting that it be considered and 
that is on that subject, so I think we will include your pamphlet at the 
end of your testimony, in the record. 

Mr. Miriant. True, there have been some frustrating delays, but, 
considering the magnitude of the programs authorized by Congress, 
we have endeavored and still are endeavoring to work out solutions 
with patience and understanding. A start has been made. 

As I pointed out, we have programed almost 4,000 units of housing 
that yet remain to be constructed including homes for the elderly and 
for couples with large families. 

Our first redevelopment project, which was one of the first in the 
Nation, has yet to be finished. 

There are 7 additional projects needed, only 3 of which are under 
loan and grant contracts. 

In the area of combating the spread of blight, we are making good 
progress in the Mack-Concord project, which I pointed out was the 
first in the Nation to get underway with the help of congressional 
action. 

However, there are more than 50 such neighborhoods in our city 
which need quick action less they, too, revert to slum districts. We 
have been authorized, I believe, to launch another 5 or 6 conservation 
projects. 

Our need for rehabilitating run-down industrial areas is of major 
concern. We are proceeding as rapidly as possible under existing 
legislation but in this program, too, we have made but a meager start. 

We have employed an expert as industria] coordinator and have 
established a hard-hitting citizen’s committee to tackle the important 
task of rehabilitating our industrial and commercial blighted areas. 

We but wait the necessary legislative tools and the financial aid 
required to rebuild blighted nonresidential areas. Please understand 
me, I am not being critical of the progress made to date. We are 
starting to move in the right direction. 

We are beginning to prove that there is a way to salvage and 
restore the slum areas of our metropolitan community. We are 
beginning to prove that the declining tax base in the center of our 
metropolitan core cities can again be restored to normal revenue- 
producing levels. What this can mean to a city like Detroit is 
demonstrated by the fact that the assessed valuation within our 
downtown loop area declined by $100 million in a matter of 20 
years, 

The stimulation provided by rehabilitation programing has al- 
ready halted the decline and started a trend upward. All of this, 
the public housing we have acquired and planned for, the start on 
redevelopment and conservation projects and our hopes for tackling 
the industrial and commercial bight problem, has brought gladness 
to our hearts. 

28431—58——_28 
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I have had the opportunity of reading but a small portion of the 
overwhelming testimony and information your honorable body has 
accumulated. In our own city and in the many I have visited, I have 
had the opportunity to witness the tangible proofs of the value being 
received as the direct result of housing legislation. 

Therefore, I cannot become alarmed over proposals that would 
nullify or destroy these worthwhile programs. 

I am confident that the majority of the Members of Congress 
realize that the rapidly increasing concentration of population in 
urban areas and the increasing ratio of Federal participation in col- 
lected taxes precludes any reduction in either the length of the pro- 
gram or the percentage of Federal aid. 

I am confident that the majority of the Members of Congress 
realize that the vicious circle of declining municipal revenues coupled 
with increasing municipal costs points to a need for greater, not 
smaller, contributions of Federal funds if we are to reverse the trend 
toward blight. 

I am confident that the majority of the Members of Congress 
realize that it would be more logical to increase the amount of 
support from the present two-thirds to 80 percent and thereby hasten 
the self-sufficiency of urban communities rather than curtail or halt 
the programs by reducing the support. 

We, in Detroit, have been heartened by the serious consideration 
given proposals for giving business concerns displaced from proj- 
ect areas, a priority of opportunity to purchase or lease commercial 
or industrial facilities provided under the urban-renewal plan. 

We have been heartened likewise by the serious consideration being 
given to liberalizing the eligibility for relocation benefits to all in- 
dividuals, families, and businesses displaced as a result of all types 
of governmental action. 

It is estimated that in Detroit more than 20,000 families will be 
displaced as a result of governmental action within the next 10- 
year period. Much of this displacement will result from highway 
development. 

I am in accord with proposals to extend the section 221 relocation 
program to include the environs or general market area of a com- 
munity having a workable program and that of increasing maxi- 
mum insurable loans for construction or rehabilitation of section 
9921 sales housing from $9,000 to $10,000 in normal-cost areas and 
from $10,000 to $12,000 in high-cost areas. Both of these measures 
will greatly aid the relocation problem. 

In closing, I would like to thank the members of this committee for 
this opportunity of appearing before you. I would be amiss if I did 
not also state that we in the Detroit metropolitan area fully realize 
the tremendous problems that face our congressional representatives. 

This realization is shared, I am sure, by every other section of our 
great Nation. Your Herculean responsibility of allocating insufficient 
funds to the best interests of all Americans staggers the imagination 
of the average man. 

We who live in urban areas have no right, nor do we desire, to ask 
for consideration of our needs except in direct relationship to the 
general welfare of all. It is, therefore, in that spirit that this plea 
ismade. The strength of a nation depends upon the spiritual strength 
of its citizens. 
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The spiritual strength of the individual depends largely upon his 
environment. His basic need is for a decent place in which to live, 
work, and raise a family. Only through Federal housing legislation 
can we assure an approach to fulfilling that need in densely popu- 
lated areas. 

Our programing must be adequate. It must have continuity in 
keeping with long-range goals. It must be flexible in coping with 
varied conditions. 

I am sincere in my belief that any other course would be a back- 
ward step; not only for those who live in industrial communities, but 
for the entire Nation as a whole. Thank you very much, Mr. Chair- 
man, and the members of the committee, for giving me the oppor- 
tunity of making this statement. 

Mr. Ratns. That is a very fine statement, Mayor. 

(The document submitted by Mayor Miriani is as follows:) 


INDUSTRIAL REDEVELOPMENT, WEST SIDE INDUSTRIAL DistRIcT Detrorr CrTy 
PLAN COMMISSION, 1958 


INTRODUCTION 


This publication is prepared to describe a program which Detroit is under- 
taking to clear one of its oldest and most blighted residential districts and to 
prepare it for rebuilding by means of Federal assistance provided in the Housing 
Act of 1949. 

The data on the following pages is presented for both interested citizens and 
prospective purchasers. It is intended to show why this district is an excellent 
location for certain industrial and warehousing activities, how the city is acquir- 
ing and preparing it for resale, and how those in search of plant locations may 
secure sites in this modern industrial district. 


BACKGROUND OF INDUSTRIAL REDEVELOPMENT 


Detroit is a healthy and growing industrial area and industrial city. The 
Detroit area has grown by the addition of 200,000 industrial employment in the 
period since World War II. 

Because of its vigorous growth, Detroit industry has a continuing need of land 
for expansion. It has reached the point where little land for expansion remains 
within the city limits. 

Over the past 4 years the Detroit City Plan Commission has carried on inten- 
sive studies of the land needs of industry, and of the possibility of meeting these 
needs within the city of Detroit. For this purpose it has surveyed both the 
amount of available vacant land, and the blighted condition of some of the older 
industrial and residential areas which master plan and land-use studies indicate 
should be in industrial use. 

Two conclusions are inescapable : 

The study shows that of 16,000 acres designated as suitable for industrial use, 
only 7,100 acres or 44 percent are now used for industry. Of the rest, 2,700 acres 
or 17 percent are in residential use, 5,200 acres or 32 percent in streets and rail- 
road right-of-way, and 1,000 acres of miscellaneous scattered vacant parcels. 

The analysis further showed that 1,750 acres of the residential land, and 840 
acres of the industrial land, was badly blighted and ripe for clearance. In addi- 
tion, the amount of land used for streets within these areas appeared excessive, 
so that approximately 370 acres of street could be reclaimed by redesign as a part 
of a comprehensive redevelopment program. 


THE WEST SIDE INDUSTRIAL DISTRICT 


The West Side industrial district lies between the Lodge Expressway and 
Twelfth Street south of Michigan Avenue. It contains 75 acres of which 35 are 
now in residential use; 10 are in industrial use; 6 have miscellaneous commercial 
uses; and the remainder are in streets and alleys. 

The West Side industrial district is the first project in Detroit in which Federal 
urban-renewal funds will be used to clear a blighted area for industrial use. 
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Under the Housing Act of 1949, land which has been cleared of blighted and 
dilapidated houses may be reused for any purpose which is consistent with the 
city’s master plan. Detroit’s master plan recognizes that this west-side area, 
together with several other areas now in mixed residential and industrial use, 
cannot be transformed into a good residential neighborhood because of its prox- 
imity to existing large industry, rail lines, transit terminals, or other traffic- 
generating activities. The very factors which make it unfit for homes, however, 
make it an excellent location for small industries, waehousing, and related 
activities. 

Other industrial projects 

In addition to the West Side industrial district, the Detroit City Plan Commis- 
sion is making an intensive study of blighted conditions in existing industrial 
corridors to determine what kind of clearance and rebuilding may be feasible 
for them. A second industrial clearance project in the Milwaukee Junction area 
has recently been approved by the common council for application for Federal 
urban-renewal assistance. 

The Milwaukee Junction area consists of 335 acres bounded by the proposed 
Walter P. Chrysler (Hastings) Expressway, East Grand Boulevard, St. Aubin, 
and Warren. 

Pending the development and approval of a final plan for the area, the common 
council has approved an initial program using city funds. The 17-acre area 
bounded by proposed Chrysler and Ford Expressways, Russell, and Ferry will 
be cleared immediately to provide turnaround room for relocation of industries 
in the balance of the project. 


THE WEST SIDE INDUSTRIAL DISTRICT PLAN 


The industrial district plan is a project to create a center for wholesaling, 
manufacturer’s warehousing, truck terminals, and light industry which require 
or are benefited by a location near the central business district. The city’s role 
in this activity will consist principally of the following activities: 

Acquire and clear the existing residential structures in the area, and those 
commercial and industrial structures which are inconsistent with a sound develop- 
ment of the area. A few industries operating in good buildings, located so that 
they are consistent with a sound development plan for the whole area, will be 
permitted to remain. 

Revise the street pattern to provide a complete separation of private automobile 
traffic from trucking and loading activities. 

Improve existing utilities and offer additional services as they may be needed. 
Use existing utility installations insofar as they are sound and adequate to 
industrial needs. 

Offer the land for resale in parcels ranging in size from 6,000 square feet to 9 
acres subject only to restrictions which will produce a sound development of the 
whole district. 

Offer attractive working conditions in the area such as recreation space, off- 
street parking, eating facilities, meeting rooms. 


LOCATION ADVANTAGES 


The West Side industrial district directly adjoins the Detroit central business 
district and is less than 1 mile from the shopping district on Woodward Avenue. 
It is within one-half mile of the new convention hall and exhibits building de- 
signed to attract international trade fairs as well as national conventions and 
exhibitions and the national automobile show. 

Because it is a focal point for the highway system, and for rail and marine 
terminal activities, the West Side industrial district has for many years been 
a desired location for truck terminals. With the completion of Lodge and Fort- 
Vernor Expressways, its locational advantages will be enhanced. 

It is now directly served by Fort Street (U.S. 25) to Toledo, Michigan Avenue 
(U. 8. 112) to Chicago, and the Lodge Expressway to Flint and Saginaw. The 
Lodge Expressway forms the easterly boundary of the district, with convenient 
access for entering or leaving the expressway at Abbott and Howard Street 
ramps. Fort, Lafayette, and Howard Streets are bridged across the Lodge Ex- 
pressway to serve as principal trucking routes into the central business district. 

The Fort-Vernor Expressway, to be constructed in the near future as a con- 
tinuation of the Toledo Expressway, will be routed directly to the north of the 
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district. The expressway network will provide a direct southerly route to Ohio, 
westerly to Chicago, and easterly to Port Huron and Sarnia. The site is also 
accessible to Canada, both by the Detroit-Windsor Tunnel and the Ambassador 
Bridge. 

The West Side industrial district lies directly to the north of the Union Station, 
and the freight terminals serve the New York Central, Pennsylvania, Chesapeake 
& Ohio, Canadian Pacific, and the Wabash. It lies directly to the east of the 
New York Central Station on Bagley at 16th, and the Roosevelt Park annex 
postal station. It is one-half block from the proposed new postal station at Fort 
and Eighth. 

The West Side industrial district is about 1 mile from the Detroit Harbor 
Terminal on Jefferson at Clark, which handles the waterborne cargo shipments 
into Detroit at the present time. The district lies along a section of the Detroit 
River which has potentialities for much more intensive marine-terminal activity 
in the future. 

LAND-USE PLAN 


A recently completed survey of industrial land needs in the Detroit area con- 
firms the need of the city for parcels of light industrial land of the size and 
character that will be provided in the West Side industrial clearance district. 

Closely related to the central business district is need for space for the printing 
trades and allied graphic arts. Also needed is space for warehousing, whole- 
saling, and trucking terminals. 

Accordingly, the development plan makes the following general land-use 
allocations : 

Along the Lodge Expressway to make the maximum use of this excellent build- 
ing site, a multistory structure such as an office or graphic arts building for 
printing and allied activities. To take advantage of the openness afforded by the 
expressway, a building height of 120 feet will be permitted on these parcels. 

In the area lying between Sixth and Trumbull, warehousing and wholesale. 

In the area west of Trumbull, light industry and truck terminals. 

Near the center of the project, one-half block between Labrosse and Porter 
along the west side of Trumbull is reserved for a commercial center to include a 
hotel for out-of-town buyers and truckdrivers, a cafeteria, small shops, and em- 
ployee meeting rooms. 

Directly south of the commercial center, a 2-acre site is reserved for a public 
recreation area to be developed by the department of parks and recreation. 


TRAFFIC PLAN 


The West Side industrial district has excellent access to and from the Lodge 
Expressway by means of the Howard Street ramp, and will have similar access 
to the Fort-Vernor Expressway from a 12th Street ramp. 

Local east-west traffic streets within the district run directly into 12th, Trum- 
bull, and 6th, which connect with Fort, Lafayette, Michigan, and other surface 
thoroughfares. 

The local-access streets within the West Side industrial district will be of two 
types, designed to separate passenger automobiles from trucks and commercial 
vehicles. These local streets will be— 

1. Streets with a minimum of 30-foot pavement for passenger vehicles con- 
necting with the fronts of the industrial plants and with the parking areas. 
Alternate streets, Porter and Bagley, will be of this type. 

2. Service drives for trucks consisting of 44-foot-wide pavement connect- 
ing with docks, garages, and truck-parking areas above the service side of 
the industrial plants. Alternate streets, Abbott and Labrosse, will be of this 
type. 

FOR THOSE WHO WILL WORK IN THE DISTRICT 


The West Side industrial district will attract many people; clerical and indus- 
trial workers, truckers, buyers, and sales representatives. Some of these people 
will be residents of Detroit driving to work and eating lunch in the area. Others 
will be from out of town, and will want convenient hotel and restaurant accom- 
modations, as well as recreation or entertainment. 

To meet these varying needs, the plan reserves 1.3 acres for a commercial cen- 
ter, including hotel or motel, cafeteria, meeting rooms, and small shops. It is 
proposed that these facilities should be provided in any integrated manner by one 
developer who might operate them himself or lease to other operators. 
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Within the industrial district, the Detroit Department of Parks and Recrea- 
tion will provide landscaped recreation areas with shuffleboard courts, horseshoe 
pits, and benches. 

Since the West Side industrial district is within 1 mile of downtown it is also 
convenient to downtown hotels, restaurants, and theaters. 


UTILITIES PLAN 


The West Side industrial district is well served by existing utilities in good 
condition, which will be retained and improved to serve the area: 


Department of water supply waterlines. 

Department of public works sewer lines. 

Public lighting commission street lights. 

Detroit Fire Department fire-alarm system, engine and high-pressure 
station at Bagley and 6th, ladder company at Lafayette and 10th. 

Detroit Police Department signal system, with precinct station at Vernor 
and 21st. 

Detroit Edison powerlines. 

Michigan Consolidated Gas Co. underground gaslines. 

Michigan Bell Telephone Co. lines. 


The existing underground utilities are located within the rights-of-way of the 
present streets and alleys. Although some of these streets and alleys will be 
closed, the parcel plan has been so devised that these existing utilities can be 
retained in easements over which buildings will not be built. 

New street lighting will be installed in all automobile and truck streets 
throughout the area. 

The Detroit Edison Co. central steam lines now serve the area along Jefferson. 
These steam lines may be extended and made available within the district if 
there is sufficient demand for this service. 


CONDITIONS OF SALE 


The city of Detroit is now taking first steps to acquire the land within the West 
Side industrial district. It is the policy of the city of Detroit to acquire property 
only through court action in which the city shows the public purpose for taking 
the land. A jury determines whether the city’s action is a necessary public 
purpose, and what the city shall pay. 

After the old structures have been removed, all alleys and some streets removed, 
and land set aside for special purposes such as recreation and landscaping, the 
remainder will be replatted as industrial parcels and offered in units suitable 
for industrial or warehouse sites. 

Size of parcels 

A net total of 51 acres within the project site will be offered for resale. It 
consists of 10 blocks which range in size from 1 acre (350 feet by 120 feet) to 9 
acres (285 feet by 1,265 feet). 

The large block parcels will be divided and sold on a front-foot basis. Parcels 
with 120- or 286-foot depth will be sold in modules of 50 feet. 

The streets and parcel dimensions have been designed to offer optimum size 
and variety of industrial parcels, and to provide convenient access to all parcels. 


Sale price 

Industrial sites in the West Side industrial district will be offered for sale by 
the Detroit Housing Commission at an appraised use value. 

The use value to be set on the industrial sites within the district will be far 
below the cost of acquiring and preparing the sites, and also far below the cost 
to a private individual of assembling and clearing such choice sites in any other 
location. The cost of assembly and preparation of this site will be met by the 
city of Detroit and the Federal Urban Renewal Administration. Total cost of 
clearance and site preparation is estimated to be $7 million. Total revenue to 
the city from the sale of land within the site will be approximately $2,400,000. 
The Urban Renewal Administration will provide approximately $3 million as a 
grant-in-aid to the project, and the city of Detroit will pay the remaining 
$1,500,000 cost. 
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Zoning regulations and deed restrictions 


The land will be sold subject to zoning and deed restrictions in accordance with 
the land-use plan and will be designed to prevent exploitation by a few developers 
to the disadvantages of others. 

Nach zoning district will be subject to the usual requirements of the Detroit 
ordinance including the off-street parking requirement, The zoning plan which 
has been approved for the area, to be adopted as part of the ordinance before 
resale, is shown on the opposite page. 

Wherever the requirements of the deed restrictions are higher than those 
contained in the zoning ordinance, the higher restrictions will apply. A sum- 
mary of the deed restrictions indicating the general character of development 
to be permitted is shown on the back page. 


Summary of restrictions 


Light industrial Wholesale Multistory | Hotel 
Use. Light industry Warehousing and | Office and print- ly Hotel. 
and truck ter- wholesale. | ing trades. | 
|} minals. 
Height 40 feet 40 feet 120 feet | 80 feet. 
Setback 15 feet 10 and 15 feet 10 and 20 feet | 20 feet. 


Parking 


1 space per 2 em- 


1 space per 3 em- 


} 1 space per 300 


1 space per sleep- 


ployees, or per 
500 square feet 
of gross floor of gross floor 
area, area, 

1 foot tailboard ..do 
per 1,000 square 
feet warehouse | 
or 1 dock per | 
15,000 pounds | 
handled daily. | | 


ployees, or per 
1,700 square feet 


square feet of 
gross floor area. 


ing room, 


Loading docks Approval 


Mayor: Louis C. Miriani 
Common council: 
Mary V. Beck, 
Ed. Carey 
Edward D. Connor 
James H. Lincoln 
William C,. Patrick 
William G. Rogell 
Del A. Smith 
BKugene I. Van Antwerp 
Blanche Parent Wise 
City planning commission : Participating staff, long-range division: 
Edmund Kuhlman, President Carl Almblad, Principal City Plan- 
James B. Steep, Vice President ner 
Louis A. Ewald Public information division: 
John J. Flaharty Merle Hendrickson, Senior Publicist 

Mr. Rains. Before we interrogate the mayor of Detroit, I would 
like to ask Mayor Wagner a question in his capacity as the president 
of the National Conference of Mayors. One of the paragr aphs in 
your statement had to do with the need for community facilities for 
cities, with which I agree. 

You are aware that this committee, the full Banking and Currency 
Committee, has voted out, and there is now pending before the Rules 
Committee quite an expanded program of loans to municipalities at 
low interest rates, long-term loans for community facilities. 

Does your Conference of Mayors back and support that legislation ? 

Mr. Waener. Mr. Chairman, the conference would support that 
completely because some of us, for instance in the city of New York, 
are now up to our top borrowing capacity because we felt that we 
have to do things ourselves, too, so that we wouldn’t be able to use 
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such a provision, but there are many cities in the country which would 
be benefited by it. 

Mr. Rarns. There is a provision in it, Mayor, taking into considera- 
tion just what you have said about some of the cities approaching their 
debt limit, that would allow you to sell revenue bonds which would 
not affect your debt limit. Wouldn’t that be beneficial to all cities? 

Mr. Waener. That would be; yes, sir. We, of course, in New York 
City can do that, too, even now, if the projects are self-liquidating. 

Mr. Ratns. These projects, as contemplated in the program that we 
envision under the Community Facilities Act, would come under that 
category. There is no doubt about the need for more and adequate 
community facilities in all of the cities and towns, large and small. 

Mr. Wacner. That is very true. 

Mr. Ratns. Thank you very much, Mayor. 

Mayor Miriani, on the bottom of page 1 I was kind of shocked to 
see that date. You say you have under contract with PHA 3,874 
dwelling units and the annual contributions contract was signed in 
1952. What is the long delay in getting the program through ? 

Mr. Mirrant. We are working cooperatively. If you take my bro- 
chure, that is the program we are going on all alone. It is only a 
part of it. We are going to tie in better than several hundred acres 
to the Federal program. We have been able to document this pro- 
gram and move and we are now in court and we hope to get our cases 
for condemnation through before, let us say, the winter comes and 
we will be in there possibly next spring tearing down and razing the 
buildings. 

I know that the paperwork gets to be considerable and there are 
delays and I suppose some of them are, let us say, delays because of 
procedures and they have to be contracted on through, but we are hop- 
ing that we can speed up the procedural method of the Federal Gov- 
ernment so that you can actually get moving. 

Mr. Ratns. Would you say the delay has been occasioned by the 
PHA? 

Mr. Mrerant. No, we think there is a lot of paperwork that has to 
go through the chain of command. I don’t quarrel with it. But on 
120 acres we have been working with the Federal Government for 
32 months and we are not yet in court, but on this one that we have 
ourselves that we have been able to document, we are in court. We 
have been talking to our housing director and our commission and we 
try to speed up, let us say, the procedural method. That is something 
of administration and I am assuming that it could be done if, let us 
say, certain clear-cut lines of authority were either jumped or 
skipped. 

We have to do all of our work out of Chicago and then from Chi- 
cago here to Washington. We don’t criticize it except to say we wish 
that the administrators of the program would speed it a little more 
but then I have to be practical in remembering this is a pretty big 
country and no doubt they have many applications to work on and 
there is either curtailment of staff or, let us say, the tedious hard work 
that has to be done, let us say, by the administrators approving the 
program, can have a logical effect on it, too. 

Mr. Rarns. Is this $600 difference between the $17,000 and the 
$17,600 on the dwelling unit cost holding it up? 








HOUSING ACT OF 1958 433 


Mr. Mrrrant. Yes, less than a million dollars is holding it up. We 
have had meetings with all of the administrators and although under 
your authority they have a right to make an exception 

Mr. Rains. Is this the matter which Congressman Louis Rabaut 
has been talking to me about ? 

Mr. Mrerant. That is right, and Martha Griffiths also. 

Mr. Rarns. And is this argument over the difference between 
whether you will build a high-rise apartment or the garden type? 

Mr. Mirrant. Well, that is part of it. They talk about high-rise 
buildings in public housing, and we are going to oppose any attempt 
at high-rise in public housing from here on in with families. 

Let me put it that way. 

I am sure any Members of Congress who have had them in their 
areas will know what the problems are. 

Out of some 1,200 units at $17,000, which is a program of roughly 
some twenty-odd millions of dollars, less than a million dollars keeps 
us from it. You may say, “Why can’t Detroit do something about 
it?” When I was here last time I told you the deficit was gomg oe 
Well, we ended with a $10 million deficit in the budget as of July 1 
that I have had to pay back. We have borrowed, and with your 
grants and State gr ants and our own, we have $123 million of capital 
improvements in ‘the budget. We don’t have a leeway of a million 
dollars in this budget to ‘borrow at the moment. So our Congress- 
men have been talking about it. We have met the Administrator 
who simply says that even though he has discretion, the discretion 
is such that if he does it for Detroit he will be besieged and asked 
to do it for many others. 

Mr. Rarns. There was in the original Senate bill an amendment 
that would permit the building of these garden-type projects within 
the limits, and you are within the limits, and Mr. Slusser so admitted 
to me the other day in his testimony—that this project as you want 
to build it is within the legal limits. 

So the Senate in its report said that it was not necessary to write in 
such an amendment. because the Administrator already had the 
authority to approve it. 

I think I would like to say for the record, the PHA, being within 
legal limits, should let you move ahead and get underway on this 
program. 

I think the time has come, especially in the big cities where you are 
going to have to stop all of these high-rise apartments for families 
in public housing. 

Mr. Mrrrant. With large families, there is no question about it. 

Mrs. Grirrirus. May I say in that connection that a high-rise 
building in the city of Detroit is really building a new slum. De- 
troit is a flat city with no natural barriers. There are no high-rise 
buildings. Even in the most expensive apartment houses, Detroit 
has very few high-rise buildings. 

I represent. a “district in which there is not a single 3-story building. 
In general the buildings and homes are 2-story buildings. I repre- 
sent Detroit’s largest public housing area, and it is really a very at- 
tractive building setup, and I am sure the people in my district don’t 
want it any other w way. 
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It is a real error to ask the city of Detroit to put up high-rise build- 
ings. It does not conform with the general standard within the city. 

‘Mr. Rarys. Especially, Mrs. Griffiths, when the request of the city 
is such that it is within the legal limits. 

Mrs. Grurrrrus. Indeed. They do not have to have additional 
authority, but I trust that we will write into our report they do not 
have to have additional authority, that they can act now. 

Mr. Apponiz1o. Would you yield ? 

Mr. Rarns. Yes. 

Mr. Apponiz1o. May I just say that the reason I understand most 
cities have high-rise apartments in their public housing projects is 
that there is such a short: ige of land. I know that to be the case in 
my community, and I don’t see where else you are going to go, if 
you don’t build them up. Land is so expensive that it would just 
make the costs prohibitive. 

Mr. Rats. That is not true apparently in your section because you 
are still within the dollar limit. 

Mrs. Grirritus. That is right; we have the land. 

Mr. Mrrrant. Well, I should like to make this point: We do have 
several high-rise projects, the Jeffreys project, some 2,184 units, which 
are high-rise. I am sure if the committee will make a study of cost 
and maintenance and what not you will agree with me that high-rise 
apartments for public housing for families with a number of children 
are not conducive to the best kind of maintenance or, let us say, 
community life in those areas. 

Mrs. Grirrirus. And it is going to be more costly in the long run. 

Mr. Rarns. I don’t know that we can solve it, but we shall do our 
best to help you, Mayor. 

Mr. Mrrrant. Thank you. 

Mr. Rarns. One other question. You mention the fact that you 
favor a bill which I introduced originally to allow section 221 projects 
to take in the environs of the city. You think that would be helpful. 

Mr. Mrrrant. I think it would be very helpful. 

Mr. Ratns. I believe there was some such amendment to the Senate 
bill. I introduced the original bill over here. 

Now one other question. There is before us in this committee, 
a bill which I named the save-our-homes bill. A great many Con- 
gressmen have told me that in metropolitan areas such as Detroit there 

was danger of veterans who have homes insured under the VA pro- 
gram and other people who have homes insured under the FHA pro- 
gram losing their homes because of the long weeks and months of 
being out of employment, that they might not be able to keep their 
homes. Is that true, or do you think we should have legislation along 
those lines ? 

Mr. Mrerant. I think such legislation would help; simply as a secu- 
rity measure of insuring those who are in, in order that there is a 
method of s saving their Sma. 

Mr. Ratns. In other words, provide another method for the Com- 
missioner so that he could help the unemployed home buyer over that 
long unemployment period. 

Mr. Martant. We find in our city—and I am sure it is true all over 
the country, there is no exception about us—that most families once 
they buy like to stay. When you hit a situation of this type, it is 
natural that there is apprehension. 
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For example, the congressional legislation of adding 13 weeks and 
50 percent of unemployment compensation has helped us tremen- 
dously. We have had a decline in the unemployment rolls. We hope 
when the automobile industry picks up in September that it will drop 
still lower. But that Federal legislation has assured families addi- 
tional protection up to 13 weeks, and we feel that it has been of great 
help. 

Mr. Ratns. Mr. Addonizio. 

Mr. Apponizio. I have no further questions, but I do want the record 
to show that I do agree very much with most of what you have said, 
Mayor, and I assure you that I will be working very diligently to 
bring about the desired results. 

Mr. Mrretant. I should like to say when you brought up the point 
about industrial blight, I happen to know something of Newark. We 
have talked to your mayor; he has talked to us about it. There are 
two companion cities that could well use a lot of money, and the 
only way we are going to get it is to ask the Federal Government to 
help, and it would make for better community living industrially and 
from a residential point of view. 

Mr. Apponiz10o. You know, Mayor, that the provision is in the Sen- 
ate bill, and I hope that it will be in the House bill when it is reported 
out. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. Mr. Mayor, you made a fine statement. I would like 
to know what is done about rents when the family income has 
increased. 

Mr. Mirrant. In public housing? 

Mr. Barrett. Yes. 

Mr. Mrirrant. We give them 6 months’ notice and then even help 
them to move. 

Mr. Barrerr. You give them 6 months’ notice before it is increased ? 

Mr. Mirtant. No; once he is ineligible and they have the notice that 
he is ineligible because of income, a notice is given of 6 months, and 
they work along—it could be a shorter time than 6 months, but they 
get a maximum of 6 months for moving out. 

Mr. Barrerr. Suppose an individual family has an increase in in- 
come and immediately reports it to the project head, who indicates 
that his rent will be increased X dollars immediately. The policy 
throughout the country, as I understand it, has been to increase his 
rent proportionately, and in the event his income decreases within 
a month or wto, the policy is that they continue the increase in rent 
over the next 11 months. 

Mr. Mirani. The policy you expressed is the policy we have in the 
city of increasing and decreasing, depending on his income. 

Mr. Barrerr. Does your policy carry over a 12-month period be- 
fore you decrease it? 

Mr. Mrrrant. Twenty-six weeks. 

Mr. Barret. In other words, you evaluate the income every few 
months and you will decrease the rent if the income decreases. 

Mr. Mirtani. Yes. 

Mr. Rarns. Further questions, Mrs. Griffiths? 

Mrs. Grirrirus. No; thank you very much. 

Mr. Ratns. Mrs. Sullivan. 
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Mrs. Sutiivan. Yes. I want to say, Mayor Miriani, I believe in 
the principles of public housing, but I oppose with all my might 
these high-rise apartments for families with children, and I hope that 
you will continue to oppose the pressure that is being put on you. 

Mr. Mrrrant. May I say, Mrs. Sullivan, we are never going to build 
them any more if we have to have a dragout fight about it. 

Mrs. Sutiivan. I wish I could say I have been able to conv ince our 
people in my own city to feel the same way. The apartments in high- 
rise buildings in St. Louis are being rented. But I feel neither the 
city nor the tenants are getting the advantages that we would get 
in other type apartments. They are fine for elderly people but 
for families with children other types of units would be much better. 

Mr. Mrrerant. That is our feeling. 

Mrs. Sutrivan. But I do know, too, that the city has had great 
difficulty in finding suitable areas in which to put the garden- type 
public housing apartments. We have some that were built back in 
1940 or 1941 of the garden type. They are still maintained very 
beautifully. There is no trouble. 

When we get into the high-rise type we find that the youngsters, 
instead of playing in play yards—in fact, many of the pl: aygrounds 
haven’t been provided—they are playing on top of elevators and in 
the elevators, and any place but where they should be. 

I hope that we can change the trend away from that kind of 
building. 

Mr. Mrerant. I may say Mayor Wagner mentioned about title I. 
I can remember our Congressmen, particularly Mrs. Griffiths, won- 
dering what was happening with our Gratiot-Hastings redevelopment, 
which was one of the first ones that came along. 

I want you to know that one building of 22 stories, with private 
money after we cleared it out, is being built and will be occupied 
before the fall and all of the rest of it has now been agreed to us 
as to financing by the Government and our private developers and that 
will go on and be completed within the next 15 or 16 months. 

So that is when I would like to say to the committee it is one of the 
very, very fine jobs that Congress and our administrators in the Fed- 
eral Government have helped Detroit solve. 

Mr. Ratns. Mr. Ashley. 

Mr. Asutey. What relocation problems do you have in Detroit? 

Mr. Mrrrant. We have had very little complaint if any, on our re- 
location program. 

Mr. Asnuey. On page 4 of your statement you state your agreement 
with the proposal to extend section 221 relocation housing and to up 
the limit from nine to ten thousand dollars. The Toledo builders 
whom I represent take an interesting position on this. Of course, 
they benefit if the limit is increased but they say actually there is a 
point of diminishing returns th: at comes pretty quickly there because 
the purpose that this housing is meant to serve is such that your 
monthly payments if they get above $9,000 really put the screws to 
the family income and they have taken the position that they don’t 

want it increased at all which I think is quite unusual. 

Apparently your view is that it can go to 10, but you would not 
go much beyond that; is that right ? 

Mr. Martant. That is correct. 
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Mr. Asutey. The position of the administration, I believe, with 
respect to ratio of contribution on urban renewal is they would like 
to see it go the other way and end up about 50-50. 

Do you i think Detroit could go forward at all under a program in 
which the contribution was 50-50? 

Mr. Mirrant. No; I don’t think any city can do it with mounting 
costs. There is one stumbling block that we have as a municipality 
and we know you have it in Congress. We have a 3-percent increase 
which is inflationary year in and year out, add that to wage increases 
and you will find that your budget continually—as you think you have 
a surplus when you move into the next year, you have problems. 

Now when I was here last time I said we closed the budget with 
no wage increases for anyone. Our city employees we owe 8 cents, 
if you use the cost-of-living formula. W hen the next budget comes up, 
you can see the problem we have in relation to that. Let me put it 
this way: Rather than see recession or depression, I would rather see 
3-percent inflation. It is easier to handle than the other way around, 
but you know what happens when you have a serious recession and 
we have gone through one that is not so serious we haven't been able 
to handle but I must confess ev erybody shakes my hands and says it 
is too bad 20 percent of the people are out of work; we want to 
help you. 

Up to now we haven’t seen a thin dime from anyone except the legis- 
lation you passed on unemployment compensation. That has been 
beneficial, but as between the two, I prefer to see this 2- or 3-percent 
increase and let’s say keep it not less than 66. 

I think Mayor Wagner’s point, that it ought to be anywhere up as 
his as 80, is one that you will benefit by through taxation anyway, if 
you actually do it, because any increases that we get, in tenant employ- 
ment, and things of that sort, will come back to us in taxes to us and 
taxes to the Federal Government. 

Mr. Asutry. You are saying the other position is unrealistic from 
the point of view of municipalities? 

Mr. Mrrtant. Yes. 

Mr. Asuiry. Just one final question. The first page of your state- 
ment at the bottom there where you are talking about the cost of 
public housing units, the unit construction cost of $17,000, or actually 

$17,600, you say this has been brought about by the cost of acquiring 
expensive slum land. Is this in connection with the slum clearance 
urban renewal project ? 

Mr. Mrrtant. We are taking property in the 2-mile circle which is 
badly blighted. Detroit, you know, years and years ago, when it was 
founded, ‘the early settlers, French ‘and German, decided that 20 and 

25 feet of land was enough to build a house on. 

Mr. Asuiry. But the city’s contribution here is only one-third. 

Mr. Mirtant. I know, but when we get through, I am sure the ratio 
of cost of condemning, acquiring, and. razing is higher per acre than 
any city in the country other than, let us say, New York. 

Mr. Asuiry. Then you turn around and sell it. 

Mr. Mrrrant. Yes; and you take the difference between the cost. 

Mr. Asuury. The city only has to cover that one-half. 

Mr. Mrrrant. I know. 

Mr. Asnixy. Do they sell it for a good enough price to cover that? 
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Mr. Minrant. Well, you have complete supervision of it, you know. 
I think we get prices that are either equal or better than those that are 
set. At least we did in Gratiot-Hastings. But you will find we have 
more units per acre on what we are knocking down, what we are 
acquiring, than the average city did, because of the e arly settlers, as 
I am telling you, selling lots of 20 and 25 feet. That is the key to it. 

The density per acre in Detroit is terrific. 

Mr. Asutey. Thank you. That is all, Mr. Chairman. 

Mr. Rarns. Mr. Betts. 

Mr. Betts. Mayor, I have just one observation. I want you to 
know I appreciate your statement on page 4, that you realize the tre- 
mendous problems that face the congressional represent: itives. 

Now, one of the problems that bothers me arises from some of the 
statements that Mayor Wagner made : and I am sorry he is not. here, 
but I note in his statement that the 13 projects which they have on 
hand in New York now include or cover about 227 acres and that the 
cost of these projects includes a Federal contribution of $93 million. 

Now, he goes on to say that their slum-clearance program is esti- 
mated to cover about eight or nine thousand acres. Now if you apply 
the same ratio, you have got. about. 30 times as much involved as 
already on the planning board, in the 13 projects. Now 30 times the 
$92 million contribution makes it over a $3 billion contribution just 
for the city of New York. 

Now when you multiply that by Detroit, San Francisco, and Chi- 

cago, I appreciate the statement that you ms de that there is a problem 
that is presented to us in Congress, and it is a tremendous problem. 
Where are we going to get all of the money to finance all of this when, 
just in one city alone, it will amount to about $3 billion ? 

Mr. Mrrtant. Congressman Betts, it can be answered this way. 
You had your w artime experience where nothing could be built. by 
any city anyway. Then for generations we never pinpointed these 
problems in cities like Detroit or New York. Suddenly we begin 
pinpointing them and you look to the partnership arrangement of 
the municipality, State and Federal. 

So I think that these are problems that have been there, but the 
evolutionary processes and all sociological factors are beginning now 
to gain on us and we are beginning to pinpoint and see exactly some 
of the things that we should, locally or on a national economy, begin 
doing for public interest. 

That is about what it amounts to. It probably could come to $10 
billion. What we as mayors say is the $10 billion spent over a period 
of years is the best investment you can make in America and in family 
life. 

Mr. Berts. Well, I don’t want to argue too much on that because 
you have a point and I certainly admit it is an area where we ought 
to concentrate and contribute as much as we can but I just want to 
point up the fact that I think you will agree with me that it is really 
a problem when it comes to raising the money. 

Mr. Mrrrant. When I look at Michigan and say we give you $6,800 
million in taxes, we say if only we h: 1d some of that back, so we are 
looking at you saying we get some of the money back, but it is very 
little money compared to the contributions that we make to the 48 
States. But it isa partnership. Weare part of it. If we have it, we 
ought to pay it. 
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Then we look back at it and simply say, sir, if we are in trouble, you 
ought to at least acknowledge it and remember us as good customers 
and give us some of that awe so we can redevelop and change the 
complete community and our family life. 

Now all of us look at you. We look at the State of Michigan. In 
Detroit we pay 48 percent of all of the taxes in Michigan. As a 
mayor looking at the money that goes to everybody else, I sit help- 
lessly and say it is a good p: wtnership and we would like to get some 
of the money back. 

Mr. Berrs. You make the same argument everyone else does that 
you ought to get some of the money bac ok, 

Mr. Mrrrant. I agree. 

Mr. Rarns. Thank you very much, Mayor. I wish we had more 
time, but we are running behind time. It is nice to have you here 
and we appreciate your testimony. 

Our next w itness is Mayor Peterson, of the great city of Min- 
neapolis. It is nice to have you here this morning and you may pro- 
ceed with your statement. 


STATEMENT OF HON. P. KENNETH PETERSON, MAYOR, 
MINNEAPOLIS, MINN. 


Mr. Pererson. Thank you very much, Mr. Chairman and members 
of the subcommittte. I regret a little bit that there is no Minnesota 
Congressman on your subcommittee, to my knowledge, but the city 
is represented half by Mr. Judd, and half by Mr. Wier. 

Mr. Ratns. We used to have your Representative on our committee 
but he is now on the committee of all committees, Ways and Means. 

Mr. Pererson. Mr. Chairman and members of the subcommittee, 
I am most grateful for the opportunity to appear here and I hope 
that the views expressed may be of some help to the committee in your 
deliberations on proposed housing and urban-renewal legislation. I 
appear here as the mayor of the city of Minneapolis and as a repre- 
sentative of the United States Conference of Mayors. 

The problems of inadequate housing and the 1 ‘apid growth of slums 
and blight in a large Midwestern city like Minneapolis, may appear 
to be readily solved when compared to larger and older cities—cer- 
tainly, when compared to those of New York City. 

Minneapolis is well known for its excellent park system, its chain 
of lakes within the city boundaries, and its excellent residential areas, 
yet the growth of slums, blight, and obsolescence is overtaking us in 
spite of substantial housing and renewal activities. Minnesota and 
the city of Minneapolis have long recognized this fact and have under- 
taken extensive housing and redeve lopment activities. The Minnesota 
Municipal Housing and Redevelopment Act was adopted by the State 
legislature in 1947 in anticipation of the Federal Housing Act of 1949. 

[ had the pleasure at that time of participating in the drafting of 
this legislation as a member of the State legislature. This legislation 
was, I believe, one of the most comprehensive housing and redevelop- 
ment State enabling acts in the country. The State act at that time 
visualized the rehabilitation program as proposed by the Housing 
Act. of 1954 and provided for public-housing and urban-redevelop- 
ment activities in each community to be undertaken by a single housing 
and redevelopment authority. 
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Under this act the Minneapolis Housing and Redevelopment Au- 
thority was created and the city of Minneapolis undertook its first 
redevelopment project (Hi-Lo) and completed it successfully without 
Federal assistance. This was an area of predominantly open land 
which was unbuildable due to subsoil and topographic conditions. The 
land was acquired, graded, and sold for the construction of individual 
homes by private enterprise. The 92 homes built on this site repaid 
the authority’s investment in taxes the first year after completion and 
actually stimulated the development of the adjoining area by normal 
private development. 

The city, through its housing and redevelopment authority, has 
cleared a second project (Glenwood) of some 188 acres, which, by the 
way, at one time was considered one of the larger projects anywhere 
in the country. It now has under construction some 470 units of 
public housing and will ultimately provide an additional 15 acres of 
land for private residential development. 

Parenthetically, may I say we are trying to get what we prefer to 

call mutual- ownership type development in this area, for all practical 

purposes, cooperative housing as I am sure you are acquainted with— 
50 acres of land for industrial development, 12 acres of land for com- 
mercial development, with the remaining area to be used for streets, 
Federal expressway, park, and school. 

A third project (lower loop) of some 70 acres of land for which a 
loan and grant contract was approved last month will clear our down- 
town skid-row area and provide sites for new commercial uses and 
off-street parking. This project with a net cost of about $13 million 
will provide a tax increment to the city of about $1 million per year. 

And if I may interject parenthetically, I think this is a very con- 
servative figure, that the tax increment will be higher. Actually it 
potentially is the most valuable land in the entire ‘city, located as it 
is closer to St. Paul, the adjoining facility and the 1 ‘ailroad-terminal 
facilities and the upper river harbor. Last week the city approved the 
submission of a survey and planning application for a fourth project, 
a 158-acre rehabilitation project—the first of several projects of the 
city to prevent blight. 

if you want to go into what we are going to do there I can discuss 
that in connection with your questions. 

These projects involve gross expenditures of over $30 million and 
Federal grants of over $16 million. 

We are convinced that the economic and social gain to the city from 
these projects will justify the expenditures. 

I recite this brief summary of the projects in Minneapolis not to 
recite the accomplishments of the city of Minneapolis but rather 
to point out the need for urban-renewal activities, its benefits to the 
community, to the city, and to the country as a whole, and at the same 
time to note the substantial cost involved in ridding our communities 
of slums and blight. The city of Minneapolis, through its planning 
commission and the housing and redevelopment authority, is develop- 
ing long-range plans for necessary urban-renewal ac tivity now. <Ac- 
tion now in many of these areas will prevent expensive ¢ learance and 
redevelopment activities in a few years from now. It is evident that 
any effective program for urban renewal must be programed over a 
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period of time in accordance with a city plan for the community and 
carefully coordinated with other capital improvement programs. 

May I say I grew up in an area which at the time, 15 years ago, was 
regarded as decidedly middle class, not high, not low, but today is a 
virtual slum area. That is what I have reference to in this sentence. 

This has been acknowledged by the workable-program requirements 
of the present Federal legislation. It is also evident that any such 
program will require a long-range finance commitment, both Federal 
and local. 

It is our concern in Minneapolis, and, I am sure, in other similar 
communities throughout the country, that sufficient Federal funds be 
made available to meet the requirements of urban-renewal plans now 
being considered locally. 

The legislation now being considered proposes to provide urban- 
renewal capital-grant authorization for a 6-year period. The exten- 
sion of the capital- grant authorization from an annual to a 6-year 
period is most desirable. However, I urge that sufficient funds be 
allocated to insure that necessary, eligible, urban-renewal projects 
are not delayed or modified unnecessarily or improperly due to the lack 
of capital-grant authorization. Although I do not have the exact 
figures on the status of capital-grant authority, it is my understand- 
ing that as of June 30, 1958, the Urban Renewal Administration had 
a backlog of applications on file in their offices requesting grant reser- 

vations totaling approximately $300 million. As of the same date in 
1957, there was a backlog of approximately $185 million in pending 
applications. During the last. fiscal year, over $300 million in new 
capital-grant reservations were made by the Urban Renewal Adminis- 
tration, yet the backlog in pending applications has increased by about. 
$115 million. It w ould appear that capital-grant reservation authority 
in the amount of not less than $500 million is required merely to pre- 
vent an increase in the present backlog of capital-grant reservation 
requests. 

I might say, parenthetically, I think it is unrealistic, perhaps, to 
exy ect the $500 million with the Senate bill over here now with $300 
million, but maybe the committee would like to consider extending 
the period at the $300 million or $350 million figure. The incre: sed 
urban-renewal activities throughout the country during the past year 
would indicate that the need for capital-grant reservation funds can 
be expected to increase. 

Our city during the past year has reorganized the city planning 
commission staff and more than doubled its budget for city planning 
purposes. It is also developing its capital improvements program, 
which will lead to a close coordination of city planning, capital im- 
provements, and urban-renewal activities. This will involve the com- 
mitment of substantial local funds. Such a program cannot be car- 
ried out locally without assurance that the necessary Federal finan- 
cial assistance will be available. The required local funds can only 
be provided through the most careful planning and coordination of 
urban renewal and the ¢ apital-improvements program. The city of 
Minneapolis is currently in its third year of a 6-year $42 million cap- 
ital-improvements program. Note that we are doing locally what we 
are recommending be done nationally. 

28431—58 29 
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Approximately $1 million annually is being reserved from this 
program for matching funds for urban renewal. 

Now, Mr. (¢ ‘hairman, if time is drawing close, I can pass over these 
specifics. 

Mr. Ratns. Why don’t you summarize them ¢ 

Mr. Pererson. I think I can. The first one there is urban renewal. 
As you know, 10 percent of the grant under section 101 (c) is allowed 
for nonresidential purposes. We would advocate that this be in- 
creased. In every major downtown area you have the skid-row area 
with a great number of people who qualify under the terms, but adja- 
cent to that there would be industrial areas that would not have the 
great number of residents and I think we should think of both areas. 

Mr. Apponizio. I think the fly in the ointment there is the fact that 
the administration interprets this substantially residential feature as 
being about 20 percent. 

Mr. Pererson. That is right. 

Mr. Apponizto. I think there are many areas throughout so many 
of the larger cities of the country where you don’t have any housing 
at all; it is strictly industrial. 

Mr. Pererson. What they are is industrial skid rows, substandard 
very hard to police, real fire hazards, that need redevelopment just 
as much as housing. 

Mr. AppDONIZzIO. And, certainly, they are on the fringes of these 
urban-renewal programs. 

Mr. Prererson. That is where you will find them 

Mr. Apponizio. And, to do the job adequately, they must be included. 

Mr. Pererson. Local noncash grants-in-aid, and there has been some 
discussion here and, I am sure, previous to this about local contribu 
tion, the administration bill calling for 50 percent and on up to as high 
as 90 percent, as I have heard here today. One way in which the Con- 
gress by their legislation could still he ‘Ip the cities and not increase 
the amount of Federal partic ipation above what it is now is to offer 
to accept as credits some of the local noncash grants-in-aid. I am 
thinking of local improvements. We can see far ahead enough, and 
our planning commission is currently thinking about 20 years ahead, 
that we are going to need a school or a road or some other local im- 
provement. If the Federal act would permit us to take that in as 
part of our Federal contribution, the net eifect, of course, would be to 
not reduce the local grant, because we would have spent that money 
and obligated ourselves to it, but it would make it possible for it to 
be counted asa local contribution. I think all of you understand that, 
and have that problem in your home district. If I were going to make 
one single point here that would be helpful, if somehow into the legis- 
lation that you draft you could write in language that would simplify 
the proc ‘edures that must be followed, it would be cert: unly more ex 

peditious and more economical all the way around. 

Now, administrators, I know, and this is true at the local level, tend 
to take an ultraconservative point of view in interpretation. I know 
it is difficult to draft a law that is so pluperfect and clear that the ad 
ministrator can say, ae ao is clear.” 

On the other hand, » has to go One 1 all of the redtape, and 
particularly where oe "hace turnover, it could be very difficult. If 


i 2 : Mie a ore 4 : . ° a oe te L E 
we could do as we do in our I ederal tax return, Ceé rtify.; nd doso unde 
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some threat of penalty, we would get the same result and there would 
be more expeditiousness and more economy. We have already dis- 
cussed these tax credits and, also, the community renewal program. 
I would like to move next into this low-rent housing. 

I have not commented on our public housing program previously, 
since this program is carrid out by our housing and redevelopment 
authority and is almost synonymous with the urban-renewal program. 
The author ity operates 648 units in two projects, and is presently con- 
structing 738 new units, 470 of which are in the Glenwood urban- 
renewal area. An additional program perenne of 1,000 units is 
being studied by the authority for inclusion in future urban-renewal 
areas, on scattered sites in rehabilitation areas, and on small- project 
sites in clearance areas. 

We have a small feeling that, if other cities do not do the same, we 
will be paying perhaps double on our contribution there. If I may 
comment very briefly, Mr. Chairman and members of the committee, 
on the sections 220 and 221 of mortgage Insurance, that has been dis 
cussed here, Congressman Ashley, from Toledo, mentioned that build 

ers out there did not really believe in encouraging the increase from 
$9,000 to $10,000. Builders in my area feel quite the contrary. We 

ire not, actually, to take advantage of this unless the amounts are more 
realistic in terms of present-day costs. 

Mr. Asunry. Not able to build. 

Mr, Pererson. Not able to build. So I would certainly put my full 
recommendation behind the increase from 9 to 10 and 10 to 12. We 
are in a high-cost area. Weather up our way is pretty adverse and 
heating isa big requirement which is the reason for it. 

Mr. Rains. That is included in the Senate bill. 

Mr. Pererson. Yes, I believe it is and I would certainly hope to see 
it in the House bill. I think I have covered the summary pretty well, 
Mr. Chairman, and I will not read that. 

Mr. Rains. You have a fine statement, Mayor. It shows me you 
understand the problem and are doing a good job. I wish we had 
time for a lot of questions. But we have other witnesses. Are there 
any specific questions the members desire to ask? How about you, 
Mr. Betts? 

Mr. Berrs. I just wanted to comment on the statement made on 
page 2 that amazed me, that a $13-million project netted a tax in 
crease to the city of about a million dollars. 

Mr. Perrrson. Yes, in 1 year. 

Mr. Berrs. In other words, if the city contributed a third ot that 
it would be a little over 4 million and the city paid off its share in a 
little over 4 years. Thi at would be a pretty good deal. And it would 
seem to me to be an argument that the city could afford to do more. 

Mr. Prerrerson. Not every area is like that. We need the land 
greatly and it will be bid up and the tax increment would be great. 
This is the exce pt ion eo iae rule. 

Mr. Rains. That brings up another point my colleague Mr. Betts 
loses sight of. I come froma rural area, too. When you build up the 
city at that rate, it means increased Federal taxes, and it will help the 
Federal Government coffers as well The reasons I think it is a 
national problem is the strength of the Nation is in the cities, there 
Is no question about that, and if we let the cities fall down whether it 
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be the Federal or State government that lets them fall, then we lose 
a great deal of our strength. 

Mr. Berrts. I do not want to imply that it is not a national problem. 

Mr. Rarns. I am glad to have you say that. 

Mr. Pererson. If I may dwell on that point we hear a lot about 
the interrelationship between the cities and the rural areas and I used 
to think that was a good high-sounding phrase but it is becoming in 
our area every day more real. If the country prospers we prosper. 
If they suffer, we suffer, but it works the other way around, after 
all we are the big consumers in the cities and we are growing, every one 
of the cities is growing. 

Another thing in my plea for the cities as such is we have run out 
of real estate. Fortunately we do not have quite the demands for 
public housing that some of the older, larger cities do, but it is very 
painful if you are a mayor of a city to see industry leave your city 
to go to the environs in the face of increased taxation in those environs. 

Mr. Rarns. Is not the answer to that, Mayor, the extension of your 
community facilities. A housing project or an industry that wants to 
build we will say 15 miles out from the city limits of the city of Minne- 
apolis, has to have water, sewers, all of the things a city needs in order 
to get to that area where there is real estate left, although not within 
the city limits of Minneapolis. 

Mr. Pererson. That is true, but we find we are subsidizing to 
an extent the environs. The pressure on the cities is they must provide 
the police, the fire, the water, the sewer for nontaxpayers. When 
sewers are extended it is true they do make a contribution but in 
many cases it is not an adequate contribution for the service they get, 

Mr. Rats. That, of course, is going to have to become a inal 
worked out between cities and their local State governments. 

Mr. Pererson. Or at least the local communities. We have a com- 
bined sewerage-disposal plant with St. Paul, but the taxpayers of 
our two cities footed the bill on that. The same thing is true with 
our airport. It is the two cities that have to pay for it and yet who 
would doubt that surrounding communities do not get it. 

Mr. Rains. But you are in a different position. In the old cities 
of this country, the heart of the cities are rotting out, the people are 
moving out and demanding that the services be extended to them, 
so alls the fringe-area population poses a terrific problem as well 
as the skid-row areas of the cities, does it not ? 

Mr. Peterson. Yes, it does, but let me say the pressure in Minne- 
apolis is back to the city. If we can provide the land or the housing, 
real estate values have gone up. What was a white elephant 10 
years ago is now being sold at a premium because people in the out- 
skirts, that is in the suburban areas have been hurt by rising popula- 
tion, need for schools and other services that we have substantially 
paid for, but the answer to keeping a healthy metropolitan area is 
the urban-renewal program that helps us to clean out this decay 
and rot that is extremely expensive not only in social values, I will 
not dwell on it, but in economic values. 

Mr. Apponiz1o. One question. 

Mr. Rarns. All right. 

Mr. Avponizio. Mr. Mayor, I do not believe in your statement you 
mentioned anything about moving expenses for displaced businesses. 
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Mr. Prrerson. No, I did not. That to the moment has not been 
a problem with us. We have not had to move many businesses as 
such. Most of the redevelopment we have had has been substantially 
slum housing. 

We will, however, in this lower loop get into it and to date we 
have not had any request for it but I assume we will. 

Mr. Apponizio. Do you believe that this $2,500 individual ceiling 
would be sufficient ? 

Mr. Pererson. For the industry involved in our area, yes, because 
they are small, pawnshops, liquor establishments, that sort of thing. 

Mr. Apponizio. You would have no objection to an amendment 
whereby we make this a $2,500 average maximum ? 

Mr. Pererson. No, I would not. But I would like to say and in 
this I do not want to appear in contravention to my colleague from 
Detroit but there is a section, I do not very its number, providing 
for priority on the part of businesses that are dislocated. I see in 
that a two-edged sword. One of the things we are trying to get 
away from in our skid rows is the pawnshops and undesirable busi- 
nesses. If there is a market for it, fine, but we do not want our re- 
developed area to have more or as many as we now have. 

Therefore, the language would have to be handled very delicately. 
If we are going to build up the area with new uses and compatible 
uses, then we do not want to bring back the very industries that have 
made it or contributed to its being a skid row. That is contained 
in the Senate bill. 

Mr. Rarns. Any further questions ? 

Mr. Asuiey. One question, Mr. Chairman, if I may. 

Mr. Ratns. Mr. Ashley. 

Mr. Asutrey. You spoke, Mr. Mayor, about the necessity to simplify 
the language in our urban-renewal section. I wonder if you have had 
any difficulty as I have encountered in some measures with respect to 
a different position taken by HHFA and FHA with regard to stand- 
ards of the homes to be built in a rehabilitation project. 

Mr. Pererson. To date we have not had that problem because we are 
right on the threshold of letting the land that has been cleared for pri- 
vate housing and privately financed housing, so we have not had that 
problem. 

Mr. Asuiry. Well, the plan has been accepted, has it not? 

Mr. Pererson. Yes; except we have two plans. We have the public 
housing (1) and we are just about ready to let the land for private 
housing. At that point I would be able to answer your question. We 
are not there yet. 

Mr. Asnury. All right, thank you. 

Mr. Pererson. I would like to say that the English language is 
rather tricky that way, and I do not think the fault so often is with 
the language in the bill, but it is the conservative attitude taken by the 
administrators who do not want to be guilty of an improper 
interpretation. 

Mr. Asutxy. The point is you have two different arms of the Gov- 
ernment with respect to standards. It leaves the city officials in the 
middle sometimes. 

Mr. Pererson. Yes; quite often. Here is an unreasonable inter- 
pretation, for example. We had our public hearing pursuant to the 
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State act, just on Friday of last week. We were notified by the Federal 
authorities the a we did not comply with the Federal law saying that 
we had to have a hearing. Now, I think that it is perfectly redundant 
and unnecessary to have a second re hearing. 

We complied with the spirit and, in fact, the law, only we did not 
cite the public law. This I regard as unnecessary and time consuming 
and serving no purpose. 

Mr. Rains. Mayor, you are a very keen witness, and we appreciate 
your testifying before us. Thank you very much. 

(Mr. Peterson’s complete statement is as follows :) 


Urspan RENEWAL—SLU M-CLEARANCE HOUSING 


Statement of Hon. P. Kenneth Peterson, Mayor of Minneapolis, on Behalf of the 
United States Conference of Mayors 


Mr. Chairman and members of the subcommittee, I am most grateful for 
the opportunity to appear here and I hope that the views expressed may be 
of some help to the committee in your deliberations on proposed housing and 
urban renewal legislation. I appear here as the mayor of the city of Minneapolis 
and as a representative of the United States Conference of Mayors. 

The problems of inadequate housing and the rapid growth of slums and 
blight in a large midwestern city like Minneapolis may appear to be readily 
solved when compared to larger and older cities—certainly, when compared 
to those of New York City. Minneapolis is well known for its excellent park 
system, its chain of lakes within the city boundaries, and its excellent resi- 
dential areas, yet the growth of slums, blight, and obsolescence is overtaking 
us in spite of substantial housing and renewal activities. Minnesota and the 
city of Minneapolis have long recognized this fact and have undertaken extensive 
housing and redevelopment activities. ‘the Minnesota Municipal Housing and 
Redevelopment Act was adopted by the State legislature in 1947 in anticipation 
of the Federal Housing Act of 1949. I had the pleasure at that time of par- 
ticipating in the drafting of this legislation as a member of the State legislature. 
This legislation was, I believe, one of the most comprehensive housing and 
redevelopment State enabling acts in the country. The State act at that time 
visualized the rehabilitation program as proposed by the Housing Act of 1954 
and provided for public housing and urban redevelopment activities in each 
community to be undertaken by a single housing and redevelopment authority. 
Under this act the Minneapolis Housing and Redevelopment Authority was 
created and the city of Minneapolis undertook its first redevelopment project 
(Hi-Lo) and completed it successfully without Federal assistance. This was 
an area of predominantly open land which was unbuildable due to subsoil and 
topographic conditions. The land was acquired, graded, and sold for the con- 
struction of individual homes by private enterprise. The 92 homes built on 
this site repaid the authority investment in taxes the first year after completion 
and actually stimulated the development of the adjoining area by normal private 
development. The city, through its housing and redevelopment authority, has 
cleared a second project (Glenwood) of some 188 acres. It now has under 
construction some 470 units of public housing and will ultimately provide an 
additional 15 acres of land for private residential development, 50 acres of 
land for industrial development, 12 acres of land for commercial development 
with the remaining area to be used for streets, Federal expressway, park, and 
school. 

A third project (Lower Loop) of some 70 acres of land for which a loan and 
grant contract was approved last month will clear our downtown skidrow 
area and provide sites for new commercial uses and off-street parking. This 
project, with a net cost of about $18 million, will provide a tax increment to 
the city of about $1 million per year. 

Last week the city approved the submission of a survey and planning applica- 
tion for a fourth project, a 158-acre rehabilitation project—the first of several 
projects of the city to prevent blight. 

These projects involve gross expenditures of over $30 million and Federal 
grants of over $16 million. 
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We are convinced that the economic and social gain to the city from these 
projects will justify the expenditures. 

I recite this brief summary of the projects in Minneapolis not to recite the 
accomplishments of the city of Minneapolis but rather to point out the need 
for urban renewal activities, its benefits to the community, to the city, and 
to the country as a whole, and at the same time to note the substantial cost 
involved in ridding our communities of slums and blight. The city of Minneapolis, 
through its planning commission and the housing and redevelopment authority, 
is developing long-range plans for necessary urban renew@l activity now. Action 
now in many of these areas will prevent expensive clearance and redevelopment 
activities in a few years from now. It is evident that any effective program 
for urban renewal must be programed over a period of time in accordance 
with a city plan for the community and carefully coordinated with other capital 
improvement programs. This has been acknowledged by the workable program 
requirements of the present Federal legislation. It is also evident that any 
such program will require a long-range finance commitment both Federal and 
local, 

It is our concern in Minneapolis, and IT am sure in other similar communi- 
ties throughout the country, that sufficient Federal funds be made available to 
meet the requirements of urban renewal plans now being considered locally. 

The legislation now being considered proposes to provide urban renewal 
capital grant authorization for a 6-year period. The extension of the capital 
grant authorization from an annual to a 6-year period is most desirable. How- 
ever, I urge that sufficient funds be allocated to insure that necessary eligible 
urban renewal projects are not delayed or modified unnecessarily or improperly 
due to the lack of capital grant authorization. Although I do not have the 
exact figures on the status of capital grant authority, it is my understanding 
that as of June 30, 1958, the Urban Renewal Administration had a backlog of 
applications on file in their offices requesting grant reservations totaling approxi- 
mately $300 million. As of the same date in 1957, there was a backlog of 
approximately $185 million in pending applications. During the last fiscal year 
over $300 million in new capital grant reservations were made by the Urban 
Renewal Administration, yet the backlog in pending applications has increased 
by about $115 million. It would appear that capital grant reservation authority 
in the amount of not less than $500 million is required merely to prevent an 
increase in the present backlog of capital grant reservation requests. The 
increased urban renewal activities throughout the country during the past year 
would indicate that the need for capital grant reservation funds can be expected 
to increase. 

Our city during the past year has reorganized the city planning commission 
staff and more than doubled its budget for city planning purposes. It is also 
developing its capital improvements program which will lead to a close 
coordination of city planning, capital improvements, and urban renewal activi- 
ties. This will involve the commitment of substantial local funds. Such a 
program cannot be carried out locally without assurance that the necessary 
Federal financial assistance will be available. The required local funds can 
only be provided through the most careful planning and coordination of urban 
renewal and the capital improvements program. The city of Minneapolis is 
currently on its third year of a 6-year $42 million capital improvements pro- 
gram. Approximately $1 million annually is being reserved from this program 
for matching funds for urban renewal. The city further, pursuant to the 
Minnesota Redevelopment Act, has approved the annual tax levy of 1 mill 
(just under $400,000) by the housing and redevelopment authority for redevelop- 
ment purposes. It is estimated that this rate of expenditure would have to be 
more than doubled and the tax increments resulting from these development 
projects added to meet the local cost to reasonably accomplish the required 
urban renewal activities in the city of Minneapolis within the next 15 years. 
Such a program would require Federal grant funds totaling over $100 million. 

It, therefore, appears obvious to us that an effective urban renewal program 
will require increased rather than decreased assistance by both the local and 
Federal Governments and that such financing should be set up on a continuing 
basis for a period of not less than 10 years in order to properly plan and carry 
out an urban renewal program efficiently and economically. To fully meet the 
need of urban renewal capital grant authority in an amount of not less than 
$500 million per year would be required. This is about half of the Federal 
participation in the interstate highway program. 
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I have been primarily concerned that Federal urban renewal program be 
financed on a continuing basis and that ample funds be allocated to permit 
cities to plan an urban renewal program with the reasonable assurance that 
the necessary Federal funds will be available to carry out the plans. 

There are also several other phases of the legislation under consideration 
about which I would like to comment briefly. 


7 URBAN RENEWAL 
Nonresidential development 
It is my recommendation that section 101C of the Housing Act of 1949 
be amended to permit 10 percent of the total capital grant authorization to 
be used for areas which are nonresidential and are not to be redeveloped 
for residential uses. The Housing Act of 1949 is essentially a housing act. 
However, it is my considered opinion that additional grant funds should be 
allocated for areas that are not residential and are not to be used for resi- 
dential purposes. Many such areas exist in and around the central core of 
our city and such areas even though they may not be residential in them- 
selves might actually be related to a slum or blighted residential area which 
requires urban renewal activity. As you know, the Housing Act of 1949 now 
provides for 10 percent of the funds to be used in such areas that are not 
predominantly residential. The city of Minneapolis is now carrying on such 
a project in the skidrow area in our central business district. The boundaries 
of such areas, I believe, as a rule do not generally provide for proper plan- 
ning units for clearance and redevelopment of the area to its best potential 
use. In our projects in Minneapolis we find areas on the fringes of the 
project that are not residential but obviously should be redeveloped along 
with the residential areas to properly carry out the project. We believe the 
provision of grant funds to areas that are not residential would permit better 
planning of these projects by eliminating conflicting land uses that are detri- 
mental to the successful development of the area after clearance. We be- 
lieve also that the lack of this flexibility will result in 10 percent exception 
projects with serious planning defects resulting in decreased economic return 
as well as the obvious physical planning defects. 


Local noncash grants-in-aid 

Noncash local grants-in-aid are vital to most Communities in financing urban 
renewal activities. In spite of the most careful planning and coordination 
of capital improvements programing and urban renewal programing, there are 
often substantial reasons why a public improvement cannot be held up until 
urban renewal project is actually undertaken. It is, therefore, recommended 
that the Housing Act of 1949 be amended to establish the eligibility as non- 
cash grants-in-aid of public improvements and facilities the construction of 
which was commenced not more than 5 years prior to the authorization by 
the administrator of a contract for financial assistance for the project to which 
such improvements and facilities are related. 


Simplification of the urban renewal plan 

The proposal in current legislation to simplify the required contents of urban 
renewal plan is heartily endorsed. This proposal would undoubtedly materially 
reduce the time required for the carrying out of an urban renewal project 
and would expedite the land acquisition by omitting or simplifying the re- 
quirements of the redevelopment plan. 


Reat-estate tam credits 

Present legislation permits taxpayments or tax credits on property in an 
urban renewal area while in the ownership of the local renewal agency. The 
HHFA permits such payment for improved properties only and such payments 
must be terminated at the end of the tax period in which the improvements are 
demolished. I believe the intention of this provision was to make such credits 
applicable to all properties during the entire period of public ownership. If 
this is the case, it is requested that this matter be clarified. 


The community renewal program 

The proposal for the provision for Federal financial assistance to communi- 
ties for the preparation or completion of community renewal programs is also 
heartily endorsed. Such a program, however, should be provided in addition 
to and not in lieu of the general neighborhood renewal plan and the provision 
for feasibility surveys. 
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LOW-RENT HOUSING 


I have not commented on our public-housing program previously, since this 
program is carried out by our housing and redevelopment authority and is 
almost synonymous with the urban renewal program. The authority operates 
648 units in 2 projects and is presently constructing 738 new units, 470 of 
which are in the Glenwood urban renewal area. An additional program reserva- 
tion of 1,000 units is being studied by the authority for inclusion in future 
urban renewal areas, on scattered sites in rehabilitation areas, and on small 
project sites in clearance areas. 

The Senate bill, S. 4035, provides several modifications of the low-rent hous- 
ing program. The proposed change in the declaration of policy suggesting 
smaller projects, more local public responsibility for the operation, and per- 
mitting the sale of low-rent units to overincome tenants or permitting income 
tenants to remain in occupancy at an unsubsidized rent if suitable private 
housing is not available, are all, in my opinion, important objectives in the 
improvement of the low-rent housing program. The construction of small 
projects closely related to urban renewal programs will, I believe, provide an 
improvement in the low-rent housing program and will be of material assistance 
in the relocation programs facing our city. 

The provisions permitting the local housing authority more flexibility in de- 
termining rents and income limits, and the provision for providing fixed annual 
contributions and the splitting of the residual receipts from the low-rent housing 
projects on the basis of two-thirds for advance amortization of capital debt 
and one-third to local public agency for low-rent housing use, together with in- 
creased local responsibility for the program, will, I believe, actually result in 
economies in the operation of the program and will provide the flexibility 
necessary to operate a low-rent housing program in a manner which will best 
meet the needs of each local community. 

The extension of the low-rent housing authorizations for annual contributions 
contract from 2 to 8 years is, I believe, essential if these programs are to be 
developed and coordinated with urban renewal activity in the community. 

The Senate housing bill, S. 4085, amends section 107 of the Housing Act of 1949 
to accept tax exemption as a local grant-in-aid for land in urban renewal areas 
used for low-rent housing projects. As I have previously stated, we believe that 
the low-rent housing program must be closely coordinated with the urban renewal 
program and we have, in fact, done so in Minneapolis in using some 30 acres of 
one of our urban renewal projects for public housing purposes. This has resulted 
in a double subsidy by the city in tax exemption and participation in the cost of 
the urban renewal project. This legislation will make possible the use as 
necessary of land in urban renewal areas for low-rent housing purposes and 
will not penalize a community for so using such land, thus limiting the com- 
munity’s ability to complete an urban renewal program. All land in urban 
renewal areas cannot, in all probability, be made available solely for commercial, 
industrial, and high rental residential use. Many of the areas in which urban 
renewal projects are located may be best suited for low-rent housing use. There 
are two modifications of the proposed Senate legislation I would like to suggest, 
however. It is suggested that land made available for low-rent housing purposes 
should be sold at a price equal to the market value of the land for the alternative 
use in accordance with present policy rather than on the basis of the price that 
would be charged if it were disposed of to private enterprise for “lowest rental 
housing.” The Senate legislation also provides for a credit for local tax exemp- 
tion equal to the difference between cost of the land, including cost of clearance, 
and its sales price. We believe this provision should be clarified to include all 
costs of acquiring such land under the urban renewal program, including acquisi- 
tion costs, actual cost of the land, relocation, and clearance. 


FHA 220 AND 221 MORTGAGE INSURANCE 


The proposals for liberalization of the FHA 220 and 221 programs as set forth 
in the Senate bill, S. 4035, are essential changes if these programs are to provide 
new housing in urban renewal areas and to aid our city in the relocation of 
families displaced by urban renewal and code enforcement plus some 8,000 
families to be displaced by the Federal expressway program. I particularly 
recommend the increase in the maximum insurable loan for construction or 
rehabilitation of sales housing from $9,000 to $10,000 in normal cost areas and 
from $10,000 to $12,000 in high cost areas. In high cost northern areas like 
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Minneapolis it is impossible to construct housing in the $9,000 to $10,000 range. 
The lowest cost sales housing in the Minneapolis area is now being built in 
outlying suburban areas at just under $12,000. Without the liberalization pro- 
posed in the 220 and 221 programs, we believe that the use of these programs in 
Minneapolis would be limited to the purchase and rehabilitation of a small 
number of older homes in the community. 


SUMMARY 


I have generally outlined the housing and urban renewal programs in the 
city of Minneapolis and commented on certain points in the proposed legislation 
and that most directly concerning our city, and, I believe, other similar com- 
munities in the Midwest area. We most urgently recommend that the urban 
renewal program be financed on a continuing basis at a rate that will permit 
local long-range planning of urban renewal programs with an assurance that 
the necessary Federal financing will be available. The lack of such funds will 
undoubtedly cause long delays in the review and approval of project survey and 
planning applications and major adjustments to the project boundaries or the 
size of projects which may jeopardize the successful conclusion of the projects. 
This can only result in an increased cost of individual projects and loss of sub- 
stantial benefits of the urban renewal activity. I am grateful for the opportunity 
to appear before you and hope that my comments may be of some help to you in 
making your decision on this most important matter. 

Mr. Ratns. We have two other witnesses. I asked Mr. Knox to 
come back at 2:30. I am going to ask Mr. Tripp to come back at 
2 o’clock. 

The committee will stand in recess until 2 o'clock. 

(Whereupon, at 12 noon, the subcommittee recessed, to reconvene 
at 2 p.m., the same day.) 

AFTERNOON SESSION 


Mr. Rays. The committee will be in order. 

The first witness is Mr. Philip F. Tripp of the National Association 
of Housing and Redevelopment Officials, and with him is our friend, 
John Lange. 

We are glad to have you, gentlemen. I am sorry we are delayed a 
bit because of a rolleall. 

Mr. Trier. Mr. Chairman, in the interest of conserving time, we 
propose to touch upon the highlights of the complete statement which 
has been filed with the committee. 

Mr. Rarns. The entire statement may be included in the record and 
you may proceed as you see fit. 


STATEMENT OF PHILIP F. TRIPP, PRESIDENT, NATIONAL ASSO- 
CIATION OF HOUSING & REDEVELOPMENT OFFICIALS 


Mr. Tripp. Mr. Chairman and members of the Subcommittee on 
Housing, I am Philip F. Tripp, president of the National Association 
of Housing and Redevelopment Officials. I am also executive director 
of the New Bedford Housing Authority in Massachusetts. Accom- 
panying me again today are Mr. Lawrence M. Cox, chairman of this 
association’s redevelopment section and executive director of the Nor- 
folk Redevelopment and Housing Authority in Virginia, and Mr. 
John D. Lange, executive director of our association. 

We appreciate this opportunity to bring up to date and supplement 
our testimony presented in January on the legislative recommenda- 
tions of this association with respect to urban renewal, public housing, 
and related programs. 
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In our testimony to this committee last January we reported a tre- 
mendous increase in interest in the urban-renewal program by large 
and small communities throughout the country. This interest has con- 
tinued to grow at a phenomenal rate. During the past 6 months, the 
Urban Renewal Administration received applications involving almost 
$400 million in capital grant obligational authority—as compared 
with about $280 million for the first 6 months of fiscal 1958. 

The urban-renewal program is now faced with a critical capital- 
grant crisis. On June 30, there were pending with URA applications 
involving $334 million in capital-grant authority. This is greater than 
the amount which the administration proposes to make available for 
all of fiscal 1959. It is greater than the basic amount of new obliga- 
tional authority for fiscal 1959 approved by the Senate last Friday. 
And, of course, it is without reference to applications filed and to be 
filed during the current fiscal year. 

Continuation of the rate of applications which prevailed during the 
past 6 months—approximately $65 million per month—would result in 
an additional $780 million in applications by next June 30. 

We are encouraged by the recognition of the concept of a 6-year con- 
tinuing basis for the urban-renewal program contained in H. R. 
11173, the administration housing bill, and in S. 4035, the Senate bill. 
But neither the administration proposal for $200 million in new obli- 
gational authority for fiscal 1959 nor the $300 million approved by 
thee Senate are sufficient to meet essential urban renewal needs. 

What then is the adequate level of capital-grant obligational author- 
ity? The best index available is the actual volume of applications to 
the Urban Renewal Administration. During fiscal 1958, URA re- 
ceived applications for new increases in existing capital-grant reserva- 
tions in the amount of $680 million. As indicated above, URA is cur- 
rently receiving applications at the rate of about $780 million a year. 

The Urban Renewal Commissioner, in his statement to this com- 
mittee last week, indicated that a continuation of demand for capital- 
grant reservations at this level would necessitate rationing of capital- 
grant authority. Communities cannot properly plan and program 
essential urban-renewal activities in the face of continued prospects of 
exhausted capital-grant authority. Each community must have the 
assurance that authority is available in sufficient quantity and at the 
time it is prepared to undertake an urban-renewal project. 

In order to provide this assurance, NAHRO recommends an in- 
crease in capital-grant obligational authority in the amount of $600 
million each year for 10 years, with an acceleration clause that would 
permit the Administrator to contract to make capital grants in excess 
of $600 million in any one year, provided that the total amount of 
capital grants contracted for in the 10-year period does not exceed $6 
billion. 

The administration bill provides for a decrease in the Federal share 
of net project. cost from two-thirds to one-half over a 3-year period. 
It would be more realistic for the Congress to consider an increase in 
the Federal share of net project cost. 

The Congress would assure the optimum utilization of the very 
limited financial resources of our communities and provide for essen- 
tial Federal participation to meet minimum needs by an increase in 
the Federal share of net project cost from two-thirds to 80 percent. 
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NAHRO supports the proposal in both the administration bill and 
the Senate bill for the provision of Federal financial assistance to 
communities for the preparation or completion of community-renewal 
programs, intended to identify and measure slums and blight in the 
community, evaluate the resources of the community for undertaking 
urban-renewal activities, and permit the scheduling of specific urban- 
renewal projects. 

However, we are opposed to the administration proposal for elim- 
ination of assistance for the preparation of general neighborhood re- 

newal plans and the undertaking of fe: asibility surveys. 

Similarly, we oppose the administration proposal for substitution 
of planning grants for planning advances. The effect of such a pro- 
posal, if adopted, would be to preclude many communities from partici- 
pating in the program because of their in: ability to finance during the 
planning stage any part of project planning act ivities. 

Under the present statutory language, “individuals, families, and 
businesses displaced from an urban-renewal area are not eligible for 
relocation payments where their displacement results from the activ ity 
of a public body other than the local public agency and where dis- 
placement results from code enforcement or volunt: ary rehabilitation 
in the urban-renewal area. 

This has created a situation in some communities whereby some dis- 
placees within an urban-renewal area are receiving relocation pay- 
ments and their neighbors across the street, or even in the same block, 
are not. To correct this inequity, NAHRO supports the provision in 
the Senate bill designed to extend eligibility for relocation payments 
to all individuals, families, and businesses displaced from an urban- 
renewal area pursuant to an urban renewal plan. 

The Senate bill would require a priority of opportunity to dis- 
placed businesses to purchase or lease commercial or industrial facili- 
ties provided through redevelopment in an urban-renewal area. This 
proposal could seriously handicap the urban renewal program with- 
out providing an effective solution to the problem it is intended to 
meet. 

Such a requirement might seriously impair the marketability of 
project land, distort project planning, and delay project completion. 
Unless the type of business is appropriate to the redeveloped area and 
the new facilities are available to the business simultaneously with its 
displacement, the requirement would be meaningless. 

Where conditions are appropriate for retention of the business in 
the project area, nothing in existing law precludes a local public 
agency from making project land av ailable to a displaced business or 
from requiring the Tedeveloper to extend such a priority. For these 
reasons, NAHRO is opposed to this provision in the Senate bill. 

Section 304 of the administration bill and section 308 of the Senate 
bill would amend section 110 (b) of the Housing Act of 1949 to per- 
mit simplification of the required contents of an urban-renewal plan. 
NAHRO endorses this proposal. It should materially expedite the 
urban-renewal process and reduce the time required to get projects 
from planning into execution. 

We have come to recognize that there exist in our cities substantial 
blighted areas which contain few, if any, substandard dwelling units. 
These are the areas of structurally deteriorated and functionally ob- 
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solete factories, stores, and warehouses. They drain the economic re- 
sources of our cities and preclude the provision of decent living and 
working environments—no matter how effective and complete are our 
efforts in providing good housing. 

The Housing Act of 1954 provided initial recognition that the urban 
renewal process must be made substantially flexible to permit our 
cities to deal with commercial and industrial blight and to effectuate 
broad plans for rebuilding their cores. The authority contained in the 
Housing Act of 1954 for the use of up to 10 percent of all capital 
grant authority for so-called nonresidential exception projects pro- 
vided a very limited means with which to deal with areas not now 
predominantly residential and for which the appropriate reuse is non- 
residential. 

Complete elimination of the requirement that an urban renewal area 
must be clearly prominently residential unless the area will be rede- 
veloped for predominantly residenti: ul use, would provide a mechan- 
ism for effectuating urban renewal in its broadest sense. It would 
leave to each community the determination of priorities with respect 
to its urban renewal problems and permit the community to schedule 
its essential urban renewal activities accordingly. 

In this connection, I would like to comment on the administration 
proposal for a program of loans, but no grants, for commercial and 
industrial redevelopment projects. This proposal provides a me- 
chanism for dealing with nonresidential blight, the efficacy of which 
is seriously doubted. The same economic facts of life which neces- 
sitate a writedown for the clearance of residential slums apply to this 
situation. 

It would be extremely regrettable if such a loan program were re- 
garded as an acceptable alternative to the elimination of the pre- 
dominantly residential requirement or the liberalization of the non- 
residential exc eption project authorization now in the act. 

It is our conviction that approval of this proposal would simply pro- 
vide in the statute books a mechanism which can have only limited 
application i in eliminating commercial and industrial blight. 

Section 310 of the Senate bill would establish the eligibility as non- 
cash local grants-in-aid of public improvements and facilities, the 
construction of which is commenced not more than 5 years prior to 
the authorization by the Administrator of a loan and grant contract 
for the project to which such improvements and facilities are related, 
provided there exists an approved general neighborhood renewal plan 
or community renewal program. NAHRO strongly endorses this 
provision. 

We support the proposal in the administration bill and the Senate 
bill for establishing a single uniform date for the determination of 
the interest rate applic: able to loans and advances for urban renewal 
projects. 

Section 306 of the Senate bill would eliminate the existing 1214- 
percent limitation on the use of loan funds in any one State. Al- 
though the administration bill contains no such provision, I under- 
stand that the Urban Renewal Commissioner recommended a similar 
amendment to this committee in his testimony. We endorse this 
proposal. 
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In connection with the public housing program, we have the follow- 
ing comments: During the course of our appearance before your com- 
mittee in January, we were urged to present at a later date some spe- 
cific legislative proposals that would better accommodate the needs 
of the public housing program so that it might more effectively serve 
the people for whom it is provided. 

We are certain that the committee recognizes that public housing 
is an integral part of urban renewal, and must be strengthened and 
reoriented to assure success of the urban renewal process. 

The public housing program should be moving along rapidly and 
properly timed to accommodate displacement resulting from rede- 
velopment clearance operations, application of occupancy controls in 
the housing code enforcement phase of the renewal program, and 
demolition in connection with the highway program. 

Without going into all of the details of the administrative and other 
problems of the public housing program which we have outlined in 
the written statement, but with a view toward striking at the heart of 
these problems and thus provide the flexibility needed to cope with 
them, we present the following recommendations which are in keeping 
with the proposed additions to the declaration of policy in the Housing 
Act of 1937 incorporated in section 401 of S. 4035, the Senate bill. 

We recommend that the Public Housing Administration pay to 
local housing authorities the full fixed annual subsidies as established 
in their basic annual contributions contracts. Such subsidies, of 
course, are applied to the reducing the annual debt service of a project. 

Should the rental income of a project exceed operating costs and 
operating reserve requirements, two-thirds of the so-called residual 
receipts would then be applied to further reduction of the debt, with 
the remaining one-third available to the local authority for use in 
‘arrying out its obligations under its State enabling legislation in 
furthering the objectives of the local low-rental program. The imple- 
mentation of this recommendation is embodied in the language of 
section 403 of the Senate bill. 

Under the plan of fixed annual contributions, the entire respon- 
sibility for the management and operation of public housing proj- 
ects completed for occupancy should be vested in the local authority. 
Federal supervision would exist during the development period, in 
order to establish the validity of the annual contributions; thereafter, 
housing authorities would be required only to have independent. fi- 
nancial audits made of their accounts by either their State auditor or 
by a certified public accountant and through their boards of com- 
missioners, be required to certify to the Federal agency that they had 
complied with all provisions of pertinent Federal legislation and that 
their financial statements were true and correct. 

Such certifications would in the absence of fraud or evidence of 
gross waste or extravagance, disclosed by postaudits, and in the ab- 
sence of evidence of violation of the provisions of the act, be accepted 
as final and conclusive by all officers of the Federal Government. Seec- 
tion 403 of the Senate bill is responsive to this recommendation. 

It would follow that the local authority should have responsibility 
and authority for establishment rents and income limits for admission 
and continued occupancy. It is NATHRO’s recommendation that the 
Public Housing Act should specify (a) that rents for admission to 
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public housing except in cases of families relocated as a result of gov- 
ernmental action must be kept at least 10 percent below those at which 
private enterprise is providing a substantial supply of decent, safe, 
and sanitary housing through new construction or in existing struc- 
tures: and (0) that ‘the deter mination by the local authority ‘of such 
lowest private rental rates should be made subject to the approval of 
the Federal agency. Section 402 of the Senate bill responds to these 
recommendations, except that we suggest a gap of 10 percent instead 
of 20 percent and a change in income-to-rent ratio mentioned later 
in this statement. 

Under the above proposals, it would also follow, of course, that 
local authorities would have full responsibility for the preparation 
and adoption of budgets and control of expenditures. Thus, they 
would be free to meet the many special social pressures to which we 
have referred. The policy statement incorporated in section 401 of 
the Senate bill responds to this recommendation. 

In view of the fact that a duplicate local contribution is now re- 
quired for public housing, if it is developed in an area being rebuilt 
with Federal aid under title I of the Housing Act of 1949, it is ree- 
omimended that the normal local tax-exemption provisions for public 
housing be accepted as the local grants-in-aid required under title I. 
The same local contribution requirement would then apply to projects 
within renewal areas as apply to those located outside such areas. 
Section 406 of the Senate bill accommodates the principles of this 
recommendation. 

We recommend that the full authorization for public housing sub- 
sidy contained in the Housing Act of 1949 be freed of the year-to-year 
limitations. 

The Senate bill continues the year-to-year limitation by authorizing 
the extension from 2 to 3 years the presently authorized limited num- 
ber of units available and adds 17,500 units to be available beginning 
July 1, 1959, until July 1, 1962. We submit that this authorization 
is completely unrealistic to accommodate the needs expressed earlier 
in this statement. 

It. is recommended that there be repealed all restrictive provisions 
of the Housing Act of 1937 including the so-called self-liquidating 
provision, section 10 (}); the provision for the termination of public 
housing projects pursuant to certain local requests, section 10 (1); 
and others not in keeping with efforts to accomplish the objectives of 
the national housing policy. 

This concludes our presentation on public housing. We have some 
other recommendations which are included in the statement which 
has been filed with the committee. 

We have been concerned for some time that the various FHA mort- 
gage insurance programs and, to some extent, their administration, 
have not kept pace with the changing characteristics of the housing 
markets which they were designed to serve. 

We are especially gratified, therefore, by the legislative proposals 
in the Senate bill and certain of the proposals in the administration 
bill respecting these programs. 

The provisions in the Senate bill increasing the maximum mort- 
gage limitations under section 207 and for multifamily housing under 
section 220 and substituting replacement cost for value as the basis 
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for computing the mortgage amount under section 207 are essential 
steps in encouraging the production in quantity of much-needed rental 
housing in our communities. 

We favor the proposal contained in the Senate bill equalizing equity 
requirements for builder-sponsors and investor-sponsors under the 
section 220 urban renewal mortgage insurance program. 

NAHRO supports the provisions in the Senate bill designed to— 

1. Increase the maximum insurable loan under the section 991 
relocation housing program from $9,000 to $10,000 in normal cost 
areas and from $10,000 to $12,000 in high-cost areas; 

2. Substitute replacement cost for value as the basis for the 
insurable mortgage for new construction under the nonprofit 
ae Er housing portion of the section 221 program ; 

Make section 221 mortgage insurance available for the con- 
struction for profit of rent: al housing for displaced families on 
the basis of replacement cost; and 

4. Make section 221 mortgage insurance applicable to 2-, 3-, 
and 4-family dwellings. 

The proposal in the Senate bill for extending eligibility under sec- 
tion 221 to families displaced by governmental action from the en- 
virons of a community having an approved workable program should 
be modified to define the term “environs” and should be « ‘coupled with 
the provision in the administration bill removing the requirement that 
the locality or community in which the housing is to be located must 
request that the section 221 program be made available. It seems to 
us entirely inconsistent to extend eligibility for section 221 housing 
to families displaced in a locality, while at the same time permitting 
the locality to prevent the construction of section 221 housing therein. 

There is a need for the production of a substantial amount of 
housing designed to meet the special needs of the increasing number 
of older people in our country. This need has found recognition 
in both the administration bill and the Senate bill for a _ ial pro- 
gram for rental housing for the elderly. Of the two, the Senate bill 
is likely to result in the produc tion of a greater volume of housing for 
the elderly than the administration proposal. 

However, H. R. 3502, introduced by the chairman of this commit- 
tee, would provide an even more effective mechanism for production 
of housing for the elderly and at costs within their means. 

We have presented in this statement certain legislative recom- 
mendations which, if adopted, will, we feel, insure a continuing and 
effective urban-renewal program, a revitalization of the low-rent 
public housing program, and a substantial start toward meeting the 
housing needs of middle-income families. 

We are grateful for the opportunity to make these recommendations 
and we assure you of our continuing desire to provide the committee 
with any additional information and assistance available within the 
resources of the association. 

Now if you have any questions, we will attempt, with the assistance 
of Mr. Cox and Mr. Lang, to answer them. 

Mr. Rarns. I want to thank you, Mr. Tripp, for a very good job 
on giving a synopsis of what appears to me to be a very informa- 
tive statement. That testimony, coupled with what you gave here 
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in the hearings we had in January, constitutes a vast amount of 
information which this committee will utilize when it comes to writ- 
ing a bill. 

Of course, I know you gentlemen in the housing business realize 
that this committee, havi ing dealt with the housing problem for many 
years, is not only cognizant of each one of those things that you 
testify about, but that we could ask you many, many questions if time 
permitted. Some of them I agree with a hundred percent, some I 
disagree with a little bit, and some I don’t believe in at all, but that 
would be expected. 

First I was glad to hear you say that you preferred the elderly 
housing proposal which I introduced several years ago and which 
failed of passage in 1956. It will get more housing for the elderly 
than either one of the proposals which has been referred to. 

You referred, on page 8 of your testimony, to relocation priorities 
to displaced businesses. I judge that you are backing up what the 
mayor of Minneapolis had to say this morning about moving unwanted 
businesses right back into the redeveloped site; is that what you mean 
by that? 

Mr. Trier. That could very well happen, Mr. Chairman. 

Mr. Rarns. Now, about urban renewal. There is only one thing 
I disagree with you on and that is clearing for commercial sites. 
I am not averse to some of that in the urban renewal program, but if 
you completely renew all restrictions and forget comp etely about the 
idea that it was housing, I have to say, having been a city attorney 
and having worked with city governments for a long time, that if 
you allow these mayors to do what you say they would much rather 
clear a commercial site than a residential site. They don’t have the 
same “slings and arrows of outrageous fortune” in relocating the 
people. They are siding with the chamber of commerce in clearing 
commercial sites for new industry. 

Aren’t you afraid if you take off the complete control and can’t 
have any residential property adjoining or that will be benefited as a 
result of the clearing of this commercial property, that you have taken 
off the lid completely so that we will lose sight of the housing angle. 
If we ever lose sight of that, this committee is going to lose the urban 
redevelopment, because we are in it to produce better housing for the 
people. 

What do you really think about? 

Mr. Tripp. I am going to ask Mr. Cox to comment on that, Mr. 
Chairman. 

Mr. Cox. Mr. Chairman, I think that if it meant that we were 
going to completely lose sight of the housing aspect of the program 
there would be that danger. But I think the elimination of the pro- 
vision doesn’t mean the elimination of clearance of housing, blighted 
housing, and it doesn’t mean that the land would not be used for 
residential purposes in the main. 

It would mean that the average community could pattern its pro- 

ram to meet the emphasis that it feels in that respective community 
is important to it, and the further we get into this program, the more 
certain we are that there is a very close alliance between the blight: 
clearance when it involves residential and when it involves something 
other than residential. 
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Mr. Rats. I realize that when you advocate too large a percentage 
of substantial residential area, you put a great burden on it because 
a particular area may not qualify. I also realize that you musn’t kill 
the goose that laid the golden egg in this program and just turn it into 
‘t dressup for cities. 

Actually I am much more interested in getting somebody a house 
to live in than I am in getting a commercial site for somebody to 
build a factory on. I believe most of the committee feels likewise 
and I know your organization does. 

Mr. Cox. That is right. 

Mr. Rarns. I am always a little leary of removing, shall we say, 
the modus operandi of the whole program. I just don’t want to say 
to the local authorities, you can clear any site you want to, whether it 
be commercial or otherwise. 

Mr. Cox. I understand that. May I go back to the point you made 
about the preference for displaced businesses and emphasize as 
strongly as I can the point that the mayor from Minneapolis made 
this morning, that it can be perhaps the most dangerous introduction 
of a new philosophy in this program unless it is very carefully han- 
dled, so that the intent is understood. 

The present policies as they are now carried out in most com- 
munities do exactly that, where the land is appropriate for the use 
for the types of commercial activities that were there before. But 
to have a Federal requirement for a preference could very well retard 
materially these programs, and, as we stated in here, interfere with 
good, sound pl unning and accomplish to some extent, some very 
unsatisfactory ‘ ‘gerrymandering. . 

Mr. Rats. Yes; I can see the danger that would be involved in it. 
Now let’s talk briefly about some of the public housing amendments 
which the Senate put in its bill. This year the emphasis seems to be, 
especially in the Senate bill, and in Congress generally, not on how 

many units you may authorize for public housing, but on certain 
changes and modifications of the public-housing operation that has 
been in effect, pointing toward what we all profess to believe in, local 
autonomy. 

One thing I want to know. The postaudit, the audit that is left 
in the Senate bill—and when I ask you this, I haven’t had a chance 
to dissect and take apart the Senate amendments—does that provide 
or retain for the General Accounting Office the authority to check 
and to audit these local authorities on their expenditures / 

Mr. Lance. Yes; it does retain the right. 

Mr. Cox. As a postaudit. 

Mr. Lanes. As a postaudit function. The General Accounting 
Office still has the right to make an audit of the complete books of 
the local authority. 

Mr. Rarns. I don’t think that the Congress would ever completely 
sever the functions of the General Accounting Office from the stand- 
point of furnishing information to the Congress and the protection 
the public feels ought to be in a program of this kind. 

Mr. Lance. The provisions of S. 4035 do not disturb that responsi- 

bility and authority to make those audits by the General Accounting 
Office. 
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Mr. Rains. The people in the public housing field are greatly inter- 
ested in an amendment they call the acceler ‘ated amortization pay- 
ments, in other words, the money the housing authority gets would be 
applied to the payments on the mortgage. 

Mr. Cox. Two-thirds of it, and of course, that would mean fewer 
years that the Federal Government would pay a subsidy. 

Mr. Rarns. How does that operate now, Mr. Cox? 

Mr. Cox. It doesn’t operate at all now. Any residual income that 
may come from an operation is reflected in the current year’s subsidy 
and there isn’ *tany opportunity aint 

Mr. Rarns. Asa reduction of the subsidy, is that the way you figure 
it? 

Mr. Cox. For that particular year; yes. 

Mr. Ratns. And it is not paid on the amortization at all 4 

Mr. Cox. That is right, it is not paid to accelerate the amortization 
whatsoever. 

Mr. Rarns. Now, what you are particularly interested in is the 

right to make your own budgets at the local level instead of having 
those budgets made by the Federal PHA office here, isn’t that one of 
the amendments that you look for? 

Mr. Cox. Yes; as a companion to the accelerated amortization pro- 
vision. I think this is a good time to attempt to make it eminently 
clear that our concern all along, here and in the past, for maximum 
local discretion, does not run to any concern whatsoever for audits of 
any kind, type, or description. We have no concern whatsoever or‘ho 
objection or no complaint about audits. 

Mr. Rarns. What assurance is the Congress going to have if the 
amendment is adopted to leave one-third of, well, I will refer to it as 
profits, any excess of operating income that you have in the local au- 
thority, with the Senate bill just saying it shall be used for public 
housing purposes ? 

You know they have a way of wanting us in the House to define 
what those public housing purposes will and may be. What will they 
be ¢ 

Mr. Cox. They are usually pretty well circumscribed by your State 
legislation. There isn’t any State legislature that gives a State entity 
such as ours the right to divert any funds to any purposes except those 
for which it was intended. 

So you are limited and appropriately so. In other words, you have 
clear-cut, precise activities which you are authorized to engage in 
and you would presumably be allowed to utilize this money for what- 
ever legal activities would be appropriate under State law. 

Mr. Ratns. What does the Senate definition mean where it said 
that part of this money could be used for social and recreational 
guidance? 

Mr. Trier. T think we would like to make our position very clear in 
this connection, Mr. Chairman. It is not the intention or the desire 
of local authorities as a group—I think I might say this very defi- 
nitely—to set up elaborate programs of a social and recreational 
nature as has been inferred ; but we are all aware of the problems that 
have arisen because in the change of the type of tenant family with 
which we have been dealing over a period of years, and for the very 
definite need of some kind of service which would be precisely of a 
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referral nature or of a coordinating nature between our families and 
agencies who should be serving them in the community, and I think 
we like to make it especially clear that we would expect our activity 
as a local housing authority to extend only to this kind of service; that 
is, it would be strictly on a referral basis or a basis of coordinating the 
activities of social agencies in the community. 

Mr. Ratns. With other social agencies ? 

Mr. Trier. Without staff and all this sort of thing, I mean with the 
minimum of staff to coordinate, to refer families who need service to 
see that they refer to the proper agency and not by any means to carry 
out the program of the agency. Because we feel that the responsibil- 
ity of the community agencies is still the responsibility of the agen- 
cies, regardless of the fact that these people have come to live in 
housing projects. 

Mr. Ratrns. I am well aware of the fact that the type of people— 
and I mean nothing derogatory by this—who ordinarily live in public 
housing, are those that need some guidance at various times. They 
usually come up on a recommendation from welfare organizations. 
They come out of slums. They haven’t had an opportunity to know a 
lot of things that they should know even in the way they should live 
in a public housing project of this kind. 

But at the same time, I don’t think the Congress would want some 
kind of straitjacket program which would enable someone to regulate 
the lives of these people, no matter who they are or where they come 
frdm. There is nothing like that that is envisioned in that type of 
program. 

Mr. Trrer. We merely have in mind the kind of arrangement where- 
by we could refer these families who need service from community 
agencies. 

Mr. Rarns. I believe that is all. I appreciate your full statement 
and we are going to take it apart piece by piece when we sit down to 
write this bill. It has fine information in it. Mr. Addonizio. 

Mr. Apponizio. Mr. Tripp, let me first say that I think you have 
made a very fine and complete statement. As a matter of fact, as I 
glanced through it, I noticed that you have answered practically all of 
the questions I had in mind and answered them very completely. Now 
just for the sake of the record, I would like to know something about 
the National Association of Housing and Redevelopment Officials. 

You are the president, as I understand it. Would you tell us some- 
thing about the makeup of your organization ? 

Mr. Trier. The National Association of Housing and Redevelop- 
ment Officials, Mr. Congressman, is a private, nonprofit organization, 
comprising about 3,800 individual members across the country who 
are the people who are engaged in the administration of the urban re- 
newal and public housing programs. 

In addition to these individual memberships, there are somewhat 
less than several hundred agency memberships which are so-called 
because they represent the membership of various agencies who are 
likewise concerned with this kind of program, and our chief interest 
is in the improvement of the administration which goes along with this 
kind of program and we are, of course, primarily interested as well, 
in the provision of a decent, safe and sanitary home for every Ameri- 
can citizen, 
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Mr. Apponizi0. You people are experts in this field, I believe, be- 
cause you are attached to it and working in it every day? 

Mr. Tripp. I presume that would be a fair statement and I say that 
with modesty. 

Mr. Apponizio. Now in 1956 the Congress authorized 35,000 units 
of public housing for a 2-year period. Why has only about 10 5000 
been signed up for so far? 

Mr. Cox. I think there are a lot of reasons, several reasons that are 
generally accepted. I think basically when the Congress cut back the 
public housing program and put it in on a more or less experimental 
or parsimonious basis, it is very difficult for several thousand commu- 
nities in the country to get very much excited and exorcised and go 
through the gyrations of planning and anticipating public housing 
with only 35,000 units available to the whole Nation in any 1 year. 

I think it got to the point where the very limited number in effect 
stifled or sty mied the interest in public housing arcuguont the coun- 
try. I would dare say that if you reduced the 25,000 to 15,000, you 
wouldn’t have as large a percentage of that subscribed to as you did 
to the 35, I mean 35,000. 

T think there has been that feature but more than anything else. 
I believe that the very complete corraling to the Federal agency of 
substantially every element of discretion and power and decision has 
so discouraged the average community, and certainly the average local 
public agency that has to administer these programs, that you don’t 
feel that you are in a position to represent to your community that 
it is truly a local program. 

It is a Federal program in fact, and a local program in name only, 
and I believe that the greatest demoralizing thing has been this ad- 
ministration in the last several years, the way the program has been 
administered and the way in which the localities have been deprived 
of any semblance of any authority in connection with it. 

That is my personal view. Mr. Tripp may have a different opinion. 

Mr. Apponizio. Now it is my understanding that the Senate adopted 
an amendment in regard to building public housing on title I land. 

How does that amendment in the Senate bill differ from existing 
law? Would you care to discuss that? 

Mr. Cox. Well, existing law permits public housing in the title I 
area at presumably a price for the land commensurate “with the use to 
which it is to be put, as is the criterion for all other dispositions. The 
policy that the agency has at present is to fix that price at what pri- 

vate enterprise would be willing to pay for it and the net effect is that 
that price has involved a substantial writedown of the land for public- 
housing purposes and, however, meritorious it may be, the average 
community finds itself in a difficult position to ac ept a one-third cash 
contribution toward the land on which public housing is built and 
then to make a further contribution in tax exemption for the life of 
the project, so I think the policy that has been in existence for the past 
several years is really what the legislation is intended to correct. rather 
than the law, itself. 

Mr. Apponizio. Thank you. That is all. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. No questions. 

Mr. Rats. Mrs, Sullivan. 
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Mrs. Suniivan. Just a short one, Mr. Chairman. Mr. Tripp, in 
your capacity and with your know ledge of the way the housing au- 
thorities throughout the country operate, can you tell me what type 
of training the ‘interviewers are given by the housing authorities? By 
that I mean the people who are to interview the applicants for resi- 
dence in the units? 

Mr. Trier. Well, I could offer this, Mrs. Sullivan: In the manual 
of procedure which is provided by the Public Housing Administra- 
tion, there is a considerable amount of uniform inform: ation, that is, 
information concerning uniform practices and procedures which is 
made available for the benefit of a local housing authority when it is 
first starting off in business and it gives a considerable amount of 
information about the proper kind of training for interviewers, peo- 
ple who are handling applicants and so on. 

Mrs. Sutiivan. Are there any qualifications necessary for that per 
son to have when hired? I don’t mean just social workers like one 
of the witnesses testified the other day. 

Mr. Trier. Well, the local housing authority would, as a routine 
matter in connection with the establishment of its own personnel 
policy, establish these qualifications which would be the requirements 
for a position. 

Mrs. Sutiivan. Do you know whether they put these interviewers 
in a lower wage bracket or do you know what the xy arepaid? Is there 
a scale established throughout the housing authorities, or does each 
local authority handle th: at? 

Mr. Tripp. Each local authority has the obligation of establishing 
a salary schedule on the basis of local practice in the community. So 
the salaries, of course, just the same as other salaries, would differ 
throughout the country, because they differ from one locality to 
another. 

Mrs. Sutrivan. Depending upon what qualification the local au- 
thority, itself, would place upon the job; is that it? 

Mr. Triev. Yes, I would say so. 

Mrs. Suniivan. As you know, I think the interviewer is or should 
be a key official and that we should have top people in that job. That 
is all. 

Mr. Rarns. Gentlemen, I appreciate and the committee does, your 
appearance before us. It was good to have you. 

Mr. Trier. Thank you, Mr. Chairman. 

(The complete statement of Mr. Tripp is as follows :) 


STATEMENT OF PHiuie F. Tripp, PRESIDENT, NATIONAL ASSOCIATION OF HowusING 
AND REDEVELOPMENT OFFICIALS 


Mr. Chairman and members of the Subcommittee on Housing, I am Philip F. 
Tripp, president of the National Association of Housing and Redevelopment 
Officials. I am also executive director of the New Bedford Housing Authority 
in Massachusetts. Accompanying me again today are Mr. Lawrence M. Cox, 
chairman of this association’s redevelopment section and executive director of 
the Norfolk Redevelopment and Housing Authority in Virginia, and Mr. John D 
Lange, executive director of our association. We appreciate this opportunity to 
bring up to date and supplement our testimony presented in January on the legis- 
lative recommendations of this association with respect to urban renewal, pub- 
lic housing, and related programs. 

Our legislative recommendations are the product of careful study and consid- 
eration by the members, committees, and board of governors of the association 
and reflect our feeling that such vital programs as urban renewal and publi« 
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and private housing must keep pace with the tremendous pressures that are de- 
manding a high rate of housing production and a comprehensive approach to 
urban rebuilding. 

What are these pressures, and what economic and social changes have they 
produced? Foremost is the pressure of population growth—past and future. I 
need not present this committee with an elaborate set of population statistics and 
projections. We have all heard and read the story many times over. This fact, 
however, bears reemphasis: substantially all of our phenomenal national popula- 
tion increase in recent years—and all of it to come—has and will take place in 
our urban areas. 

Second is the extensive mobility of families and their migration to urban cen- 
ters. And third is the necessity for replacement of the ever-increasing obsoles- 
cence and decay in our urban physical plants. 

These are quantitative changes that bear upon the total volume of housing 
production essential to meet the national housing objective. But there have been 
equally important qualitative changes which dictate the means which must be 
employed to meet that objective. For example: Population increase is the prod- 
uct of an excess of births over deaths. A substantial part of this excess has re- 
sulted from increased longevity. A higher proportion of aged and aging people 
in our population creates needs for specialized housing. No amount of housing 
production in this country will permit us to meet the national housing objective 
for all of our people, unless a sufficient amount of that production is housing de- 
signed and built to satisfy the special needs of older people at a cost within their 
means. And soit is with low-income and middle-income families, single persons, 
migratory workers, minority families, displaced families. 

And so it is too with our cities. No amount of residential construction and 
reconstruction will produce the suitable living environment which must accom- 
pany the decent home for every American family unless and until we provide our 
communities with the means of dealing with all types of slums and blight. 

It is within this quantitative and qualitative framework that we present our 
reconimendations to the Congress for new—and revised existing——programs which 
we feel will go far toward meeting the accumulated and prospective housing needs 
of all segments of our population and the urban renewal needs of our communities. 


URBAN RENEWAL 


In our testimony to this committee last January we reported a tremendous in- 
crease in interest in the urban renewal program by large and small communities 
throughout the country. This interest has continued to grow at a phenomenal 
rate. During the past 6 months, the Urban Renewal Administration received 
applications involving almost $400 million in capital grant obligational authority, 
as compared with about S280 million for the first 6 months of fiscal 1958. 

The urban renewal program is now faced with a critical capital grant crisis. 
On June 30 there were pending with URA applications involving $334 million in 
eapital grant authority. This is greater than the amount which the administra- 
tion proposes to make available for all of fiscal 1959. It is greater than the basic 
amount of new obligational authority for fiscal 1959 approved by the Senate last 
Friday. And, of course, it is without reference to applications filed and to be 
filed during the current fiscal year. Continuation of the rate of applications 
which prevailed during the past 6 months—approximately &65 iillion per 
month—would result in an additional $780 million in applications by next 
June 30. 


Program level 

We are encouraged by the recognition of the concept of a 6-year continuing 
basis for the urban renewal program contained in H. R. 11173, the administration 
housing bill, and in S. 4035, the Senate bill. But neither the administration pre- 
posal for $200 million in new obligational authority for fiscal 1959 nor the $300 
million approved by the Senate are sufficient to meet essential urban renewal 
needs. 

What then is the adequate level of capital grant obligational authority? The 
best index available is the actual volume of applications to the Urban Renewal 
Administration. During fiscal 1958 URA received applications for new and 
increases in existing capital grant reservations in the amount of $680 million. 
As indicated above, URA is currently receiving applications at the rate of about 
$780 million a year. 














464 HOUSING ACT OF 1958 


The Urban Renewal Commissioner, in his statement to this committee last 
week, indicated that a continuation of demand for capital grant reservations at 
this level would necessitate “rationing” of capital grant authority. Communi- 
ties cannot properly plan and program essential urban renewal activities in the 
face of continued prospects of exhausted capital grant authority. Each commu- 
nity must have the assurance that authority is available in sufficient quantity, 
and at the time it is prepared to undertake an urban renewal project. 

In order to provide this assurance, NAHRO recommends an increase in capital 
grant obligational authority in the amount of $600 million each year for 10 years, 
with an acceleration clause that would permit the Administrator to contract to 
make capital grants in excess of $600 million in any one year, provided that the 
total amount of capital grants contracted for in the 10-year period does not exceed 
$6 billion. 


Federal share 

The administration bill provides for a decrease in the Federal share of net 
project cost from two-thirds to one-half over a 3-year period. It would be more 
realistic for the Congress te consider an increase in the Federal share of net 
project cost. 

I need only recite some of the financial problems with which American cities 
are faced today—declining tax bases, limited tax sources, substantial increases 
in the costs of providing essential municipal services, the becessity for providing 
new types of municipal services, and the demands of municipal growth—to ex- 
plode the myth that our cities, or our States for that matter, can, or even should, 
absorb a great proportionate part of the cost of urban renewal. 

What are the relative capacities of the Federal Government and local gov- 
ernments to finance essential domestic activities? In connection with the Inter- 
state Highway System, the Congress has assessed the relative capacities of the 
Federal and State and local governments at 90 percent and 10 percent respec- 
tively. It is no argument to say that this is not relevant to urban renewal since 
the Federal highway program is financed out of a special fund. We are not 
here concerned with the source of the Federal funds, but with what is considered 
an appropriate balance between the financial abilities of the respective levels of 
government. 

Nor is it valid to argue that the highway program involves a greater degree 
of Federal interest than does urban renewal. Either the rebuilding of our cities 
and the provision of adequate housing and suitable living environments are 
valid objectives of Federal policy or they are not. The Congress decided this 
fundamental question when it passed the Housing Act of 1949. 

The Congress would assure the optimum utilization of the very limited finan- 
cial resources of our communities and provide for essential Federal participation 
to meet minimum needs by an increase in the Federal share of net project cost 
from two-thirds to 80 percent. 


Planning assistance 

NAHRO supports the proposal in both the administration bill and the Senate 
bill for the provision of Federal financial assistance to communities for the 
preparation or completion of community renewal programs, intended to identify 
and measure slums and blight in the community, evaluate the resources of the 
community for undertaking urban renewal activities, and permit the scheduling 
of specific urban renewal projects. 

However, we are opposed to the administration proposal for elimination of 
assistance for the preparation of general neighborhood renewal plans and the 
undertaking of feasibility surveys. The same considerations warranting their 
inclusion in the act, by amendments in the Housing Act of 1956, justify their 
retention. 

Similarly, we oppose the administration proposal for substitution of planning 
grants for planning advances. The effect of such a proposal, if adopted, would 
be to preclude many communities from participating in the program because of 
their inability to finance during the planning stage any part of project planning 
activities. Certainly, the urban renewal program should receive the same kind 
of planning assistance as is available for the advance planning of public works 
under section 702 of the Housing Act of 1954 and earlier statutory authority for 
the shelf of planned public works. 
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Relocation payments 


Under the present statutory language, individuals, families, and businesses 
displaced from an urban renewal area are not eligible for relocation payments 
where their displacement results from the activity of a public body other than 
the local public agency (as for example, where acquisition of a highway right- 
of-way within an urban renewal area is by the highway agency) and where dis- 
placement results from code enforcement or voluntary rehabilitation in the 
urban renewal area. 

This has created a situation in some communities whereby some displacees 
within an urban renewal area are receiving relocation payments and their neigh- 
bors across the street, or even in the same block, are not. To correct this inequity, 
NAHRO supports the provision in the Senate bill designed to extend eligibility 
for relocation payments to all individuals, families, and businesses displaced from 
an urban renewal area pursuant to an urban renewal plan. 

The Senate bill would also increase the maximum relocation payment to a dis- 
placed individual or family from $100 to $200. In some communities the present 
$100 maximum may be insufficient to cover reasonable and necessary moving 
expenses. The Senate proposal is designed to alleviate hardships which might 
otherwise result in such cases. 


Priority to displaced businesses 


The Senate bill would require a “priority of opportunity” to displaced busi- 
nesses to purchase or lease commercial or industrial facilities provided through 
redevelopment in an urban renewal area. This proposal could seriously handi- 
cap the urban renewal program without providing an effective solution to 
the problem it is intended to meet. 

Such a requirement might seriously impair the marketability of project 
land, distort project planning, and delay project completion. Unless the type 
of business is appropriate to the redeveloped area and the new facilities are 
available to the business simultaneously with its displacement, the require- 
ment would be meaningless. Where conditions are appropriate for retention of 
the business in the project area, nothing in existing law precludes a local 
public agency from making project land available to a displaced business or 
from requiring the redeveloper to extend such a priority. For these reasons, 
NAHRO is opposed to this provision in the Senate bill. 


Simplification of urban renewal plan 


Section 304 of the administration bill and section 308 of the Senate bill 
would amend section 110 (b) of the Housing Act of 1949 to permit simplifica- 
tion of the required contents of an urban renewal plan. NAHRO endorses this 
proposal. It should materially expedite the urban renewal process and re- 
duce the time required to get projects from planning into execution. 


Predominantly residential requirement 


I pointed out earlier that it is essential that we provide our communities 
with adequate means to deal with all types of slums and blight. We have 
come to recognize that there exist in our cities substantial blighted areas which 
contain few, if any, substandard dwelling units. These are the areas of struc- 
turally deteriorated and functionally obsolete factories, stores, and ware- 
houses. They drain the economic resources of our cities and preclude the 
provisions of decent living and working environments no matter how effective 
and complete are our efforts in providing good housing. 

The Housing Act of 1954 provided initial recognition that the urban renewal 
process must be made substantially flexible to permit our cities to deal with 
commercial and industrial blight and to effectuate broad plans for rebuilding 
their cores. The authority contained in the Housing Act of 1954 for the use 
of up to 10 percent of all capital grant authority for so-called nonresidential 
exception propjects provided a very limited means with which to deal with 
areas not now predominantly residential and for which the appropriate reuse 
is nonresidential. 

Complete elimination of the requirement that an urban renewal area must be 
clearly prominently residential unless the area will be redeveloped for pre- 
dominantly residential use, would provide a mechanism for effectuating urban 
renewal in its broadest sense. It would leave to each community the deter- 
mination of priorities with respect to its urban renewal problems and permit 
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the community to schedule its essential urban renewal activities accordingly. 
In this connection, I would like to comment on the administration proposal for 
a program of loans, but no grants, for commercial and industrial redevelopment 
projects. This proposal provides a mechanism for dealing with nonresidential 
blight, the efficacy of which is seriously doubted. The same economic facts 
of life which necessitate a writedown for the clearance of residential slums 
apply to this situation. It would be extremely regrettable if such a loan pro- 
gram were regarded as an acceptable alternative to the elimination of the 
predominantly residential requirement or the liberalization of the nonresiden- 
tial exception project authorization now in the act. It is our conviction that 
approval of this proposal would simply provide in the statute books a mecha- 
nism which can have only limited application in eliminating commercial and 
industrial blight. 

Short of complete elimination of the predominantly residential requirement, 
section 309 of the Senate bill will facilitate the redevelopment of areas which 
are not predominantly residential and which should be redeveloped for non- 
residential uses. This section would increase from 10 to 15 percent the aggre- 
gate amount of capital grants which may be used for nonresidential exception 
projects and would eliminate the requirement that such areas contain a sub- 
stantial number of slum dwellings. 


Noncash local grants-in-aid 

The provision of public improvements and facilities is the means whereby 
many communities are able to meet all or a substantial part of the local grants- 
in-aid requirements. Unfortunately, many communities are unable to delay the 
provision of such public improvements and facilities until the start of an urban 
renewal project in the area in which they are located. The accumulated backlog 
of public works needs in these communities often dictates the start of these 
improvements and facilities, while the community is setting up its urban renewal 
program or is engaged in urban renewal activities elsewhere in the locality. 

Section 310 of the Senate bill would establish the eligibility as noncash local 
grants-in-aid of public improvements and facilities, the construction of which 
is commenced not more than 5 years prior to the authorization by the Admin- 
istrator of a loan and grant contract for the project to which such improvements 
and facilities are related, provided there exists an approved general neighborhood 
renewal plan or community renewal program. NAHRO strongly endorses this 
provision. 


Interest rates for loans and advances 


We support the proposal in the administration bill and the Senate bill for 
establishing a single uniform date for the determination of the interest rate 
applicable to loans and advances for urban renewal projects. 

In addition, NAHRO urges the Congress to correct a situation which has ma- 
terially limited the use of definitive loans as a means of effecting the leasing of 
project land—an appropriate and desirable method of land disposition under 
certain circumstances. It is extremely difficult to negotiate with potential 
redevelopers respecting the terms of a lease when the interest rate is not known. 
Under existing law the definitive loan interest rate is not established until the 
time of approval of the definitive loan contract. The definitive loan interest 
rate should be established at the time of the loan-and-grant contract. 

Further, NAHRO feels that the interest rate for definitive loans should be 
established on the same basis as that recently approved by the Senate in con- 
nection with the public facility loan program: the current average yields on 
outstanding marketable obligations of the United States of comparable maturities 
as of the last day of the month preceding the issuance of such obligations, in lieu 
of the present practice which combines the existing statutory provision with 
administrative ruling to produce a profit to URA at the expense of faciliting the 
use of definitive loans. 

State limitation on loans 

Section 306 of the Senate bill would eliminate the existing 12'4-percent limita- 
tion on the use of loan funds in any one State. Although the administration bill 
contains no such provision, I understand that the Urban Renewal Commissioner 
reconmended a similar amendment to this committee in his testimony. We 
endorse this proposal. It would in no way affect the limitation on the amount 
of capital-grant funds which may be authorized for any one State. The latter 
limitation is the basic assurance that no State will receive a disproportionate 
amount of assistance under the program. 


e 
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Real-estate-tar payments and credits 


We would like to invite the attention of the committee to a matter in which the 
clear intent of the Congress, as we view it, is not reflected in the administration 
of the act. This concerns the provisions of section 110 (e) with respect to real- 
estate-tax payments and credits. 

HHFA now permits such payments or credits covering both land and buildings 
only with respect to improved property. No payments or credits are permitted 
for unimproved property and payments or credits on improved property are 
required to be terminated at the end of the tax period in which the improvements 
are demolished. 

We believe that the Congress, in enacting the tax payments and credits pro- 
vision of section 110 (e), intended that such tax payments or credits be allowed 
on all acquired property, improved and unimproved, so long as such property is 
held by the local public agency. If this understanding is correct, we urge that 
Congress make clear to HHFA that such payments and credits apply to unimn- 
proved property and to property from which the improvements have been removed, 
so long as title thereto remains in the local public agency. 


PUBLIC HOUSING 


During the course of our appearance before your committee in January we 
were urged to present at a later date some specific legislative proposals that 
would better accommodate the needs of the public-housing program so that it 
might more effectively serve the people for whom it is provided. We are certain 
that the committee recognizes that public housing is an integral part of urban 
renewal and must be strengthened and reoriented to assure success of the urban- 
renewal process. The public-housing program should be moving along rapidly 
and properly timed to accommodate displacement resulting from redevelopment 
clearance operations, application of occupancy controls in the housing-code en- 
forcement phase of the renewal program, and demolition in connection with the 
highway program. We should like to advance some explanations as to why 
public housing has not been a fully functioning partner in the renewal program 
and to suggest the steps that we believe must be taken immediately to overcome 
the serious problems that it faces. 

Before making our proposals, we should like to express our grave concern that 
the Federal agency directly responsible for the public-housing program has failed 
to present any legislative suggestions or recommendations for coping with what 
are manifestly some of the most serious conditions facing the program since its 
beginning over 20 years ago. The administration bill contains as 1 of only 2 
public-housing provisions, a proposal for increasing from 2 to 3 years—from 1959 
to 1960—the deadline date for putting the 70,000 units authorized in 1956 under 
contract. The implication of the administration bill is that 20,000 units of pub- 
lic housing a year between now and 1960 will satisfy the need. Twenty thousand 
public-housing units represent less than one-half of 1 percent of the 1.1-million- 
unit housing-production year that the administration would like to see the coun- 
try maintain. This 20,000 figure is almost three-quarters less than the 75,000 
units lost annually through fire and demolition (and fires take a heavy toll of 
the slum homes of the low-income families whom public housing is designed to 
serve). Twenty thousand units of public housing should also be measured 
against the figure of 7 million substandard housing units that the 1950 housing 
census showed to be ripe and ready for clearance some 8 years ago. 

The Congress has already indicated its concern with the welfare of families 
affected by the renewal process and with the problem of relocating such fam- 
ilies adequately and satisfactorily. Unless these considerations are to be 
ignored, it must be recognized that clearance of slum homes must be matched 
with the construction of replacement homes—and that these replacement homes 
must be up and ready for occupancy before the old ones are vacated and demoel- 
ished. The public support that is being engendered for the renewal program 
must be sustained on a realistic basis: A commitment to 10 years of Federal 
loans and grants for slum clearance and to 10 years of subsidy for public hous- 
ing on a continuously expanding basis, until the program reaches a level that 
will satisfy the need. 

It is important for the Congress to open the way immediately for long-term 
planning for a full-scale program. With encouragement, understanding, and 
support, public housing can play its essential role in renewal progress. 
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What's wrong? 

Why has the public-housing program been moving so slowly in recent years? 

This association advanced three reasons. These reasons are, of course, inter- 
related, further complicating and confusing the program. 

First, the great population shifts that have been characteristic of urban areas, 
bringing more and more unskilled laborers and families new to urban living 
into already overcrowded and blighted slum centers. Many of these families 
qualify for public housing. There, as elsewhere, they have encountered hostil- 
ities based on social, economic, moral, or racial attitudes. Public-housing man- 
agement finds itself faced with problems in housing these families for the reason 
that many of them had not been accustomed to the benefits of better facilities, 
quarters, and the environment of group living. The skills, time, and money 
needed by public-housing managers to mobilize the social-service agencies of a 
community to work with them to alleviate these problems has not been recog- 
nized by the Federal agencies that administer public-housing subsidies, prompt- 
ing NAHRO’s membership to adopt as part of its 1957 program resolution the 
recommendation that local authorities be given “budgetary latitude to join 
community agencies in financing this service.” 

Further, the growing number of elderly persons is posing a new set of public 
housing management challenges—and expenses. Elderly tenants are long-term 
tenants. As they grow older, many of them lose their spouses, friends, relatives, 
and have no one to turn to when they become unable to manage their own house- 
hold or when they become ill. Public-housing management is finding itself 
drawn into situations that only trained and specialized staff can handle. Again, 
it is recognized that these problems are communitywide problems; that they must 
be solved by communitywide social-service programs—but, again, for public 
housing to work in cooperation with other agencies on this front means time, 
staff, and money. 

There are other social changes that follow in the wake of our expanding and 
mobile population and all of them put pressures on public housing. The results 
of these pressures are complex. The antagonisms against the “newcomer” fam- 
ilies tend to drive out the normal families whose only problem is inadequate 
income; these same antagonisms create site problems for new housing. To al- 
leviate these antagonisms and meet the growing need for housing for the large 
family, the elderly, the newcomer, old methods must give way to new techniques, 
as we will specify later. 

A second major influence in slowing down the public-housing program has been 
the combination of rising costs and the effort to cut back the Federal sub- 
sidy to the program. It is not necessary to document the fact that construc- 
tion costs have been going up steadily over the past 10 or 15 years and that all 
types of operating costs have moved constantly upward. In the face of the 
extraordinary volume of maintenance and management costs occasioned by the 
social situations noted earlier, cutting of Federal subsidies only aggravates 
already overstrained conditions. For fiscal 1957, just under 78 percent of the 
allowable subsidy for public housing was paid; yet there were projects in every 
part of the country that needed the “budgetary latitude” for which NAHRO calls 
to plan immediate expenditures that would mean long-term economies. This 
association, for example, last year recommended and the Congress passed an 
amendment to the public-housing law permitting the exemption of $600 of the 
earnings of secondary wage earners in public-housing families. This exemption 
applies to both the establishing of eligibility and the setting of rentals. NAHRO 
saw this as one move in a series of management and administrative changes 
that might, in the long run, begin to put the public-housing program on a more 
effective operating level. Yet, the administration now seeks to alter this exemp- 
tion and presents, as a justification therefor, what we believe to be some fallacious 
and misleading reasoning. In the face of the “keep-the-subsidy-down” attitude of 
the Federal agency, local authorities have hesitated to use the exemptions for 
fear that there may be several months during which less rental income will be 
collected, even though there is every reason to anticipate that within a year or 
two, the system will begin to have just the reverse effect. The objectives of low- 
rent public housing are not reflected by the Federal agency attitude of saying 
subsidy at whatever cost. In short, the problems of public-housing management 
must be faced with vision, dedication, and courage on the part of the Federal 
agency which, together with the local authorities, should seek to make best use 
of the subsidy that the Congress has pledged to the program. 
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The final retarding influence on the public housing program is the basic ad- 
ministrative mechanism set up some 20 years ago for the rendering of the Fed- 
eral loans and subsidies. There is, in our opinion, no other federally-aided 
program that is so bound down by Federal supervision and control. Yet the 
public housing program is meant to be a flexible one, geared to all of the in- 
tricacies of local situations—with local policies set by the nonpaid civic leaders 
who serve as the commissioners of the housing authorities that own the projects 
and who deal, on a day-to-day basis with the everchanging and unique problems 
of the individual families who are their tenants. We must emphasize that 
public housing projects are locally owned; there is no more justification for 
considering them Federal properties than there is for the Federal Housing Ad- 
ministration to be considered the owner of properties financed by mortgages in- 
sured by FHA. Yet the Public Housing Administration classifies itself as the 
“landlord” of all public housing tenants and withholds the full subsidy that the 
Congress has authorized as a means of helping localities meet their obligations. 

Because all aspects of housing are a combination of the most intimate goals 
and satisfactions of individual families and of community wide considerations 
relating to land use, municipal solvency, and general economic stability, no part 
of the housing program should be placed in an administrative straitjacket of 
uniform Federal standards and controls. The public housing program should 
operate with the same freedom of local initiative and decision-making as the 
college housing program. A look at the difference in Federal agency ad- 
ministrative costs for the two programs is significant: a little over $1 million 
for college housing in 1957, as against almost $10 million for public housing; 
over 16,000 college housing units completed for occupancy in 1957, as against 
some 13,000 public housing units. The difference in administrative costs here 
can only be attributed to the continuous supervision exercised by the Federal 
agency on the units completed, occupied, and in local ownership. There is no 
other precedent in all of the Federal housing and urban-renewal programs, nor 
in the federally aided highway and public works program for continuous Federal 
supervision over the entire life of a completed project. 

To strike at the heart of these administrative problems cited above and thus 
provide the flexibility needed to meet the whole complex of operating problems 
we have enumerated, we present the following recommendations, which are 
in keeping with the proposed additions to the declaration of policy in the 
Housing Act of 1987 incorporated in section 401 of S. 4035, the Senate bill. 


Fired annual contributions 


We recommend that the Public Housing Administration pay to local housing 
authorities the full fixed annual subsidies as established in their basic annual 
contributions contracts. Such subsidies, of course, are applied to reducing 
the annual debt service of a project. Should the rental income of a project 
exceed operating costs and operating reserve requirements, two-thirds of the 
so-called residual receipts would then be applied to further reduction of the 
debt, with the remaining one-third available to the local authority for use in 
earrying out its obligations under its State enabling legislation in furthering 
the objectives of the local low-rental program. The implementation of this 
recommendation is embodied in the language of section 403 of the Senate bill. 


Responsibility and authority vested locally 


Under the plan of fixed annual contributions, the entire responsibility for 
the management and operation of public housing projects completed for occu- 
pancy should be vested in the local authority. Federal supervision would exist 
during the development period, in order ot establish the validity of the annual 
contributions; thereafter, housing authorities would be required only to have 
independent financial audits made of their accounts by either their State 
auditor or by a certified public accountant and through their boards of com- 
missioners, be required to certify to the Federal agency that they had complied 
with all provisions of pertinent Federal legislation and that their financial 
statements were true and correct. Such certifications would in the absence 
of fraud or evidence of gross waste or extravagance, disclosed by post audits, 
and in the absence of evidence of violation of the provisions of the act, be 
accepted as final and conclusive by all officers of the Federal Government, 
Section 403 of the Senate bill is responsive to this recommendation. 
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Establishing rents and income limits 

It would follow that the local authority should have responsibility and author- 
ity for establishing rents and income limits for admission and continued occu- 
pancy. It is NAHRO’s recommendation that the Public Housing Act should 
specify (a) that rents for admission to public housing except in cases of families 
relocated as a result of governmental action must be kept a least 10 percent 
below those at which private enterprise is providing a substantial supply of 
decent, safe, and sanitary housing through new construction or in existing 
structures; and (0) that the determination by the local authority of such lowest 
private rental rates should be made subject to the approval of the Federal 
agency. Section 402 of the Senate bill responds to these recommendations, 
except that we suggest a gap of 10 percent instead of 20 percent and a change 
in income-to-rent ratio mentioned later in this statement. 


Budgets and control of expenditures 

Under the above proposals, it would also follow, of course, that local authori- 
ties would have full responsibility for the preparation and adoption of budgets 
and control of expenditures. Thus they would be free to meet the many special 
social pressures to which we have referred. The policy statement incorporated 
in section 401 of the Senate bill responds to this recommendation. 


Sale of dwelling units to tenants 

Local housing authorities should be authorized to sell dwelling units wherever 
possible to families whose incomes have risen enough to warrant their purchase. 
Such sales would be effected under an economically sound financial plan that 
would include a requirement that the family pay full local taxes and that would 
require the proceeds of the sale of such units to be used for replacement public 
housing units to accommodate other families of low-income, thus avoiding 
diminishing local supply of low-rent public housing. Where sale is infeasible, 
the local authority should be authorized to permit overincome tenants to remain 
in occupancy at unsubsidized rents when the local authority determines that 
private units are not available at rents or sales prices such families can afford. 
We should like to have restored, the language pertaining to this recommendation 
as contained in sections 401, 403, and 405 of S. 4035 as reported by the Senate 
Committee on Banking and Currency except to be modified to accommodate the 
suggested application of the proceeds of sale. 


Public housing on urban-reneiwal sites 

In view of the fact that a duplicate local contribution is now required for 
public housing, if it is developed in an area being rebuilt with Federal aid 
under title I of the Housing Act of 1949, it is recommended that the normal 
local tax exemption provisions for public housing be accepted as the local grants 
in-aid required under title I. The same local contribution requirement would 
then apply to projects within renewal areas as apply to those located outside 
such areas. Section 406 of the Senate bill accommodates the principles of this 
recommendation. 


Flexibility in sites and design 

With Federal supervision to continue for the development phase, under the 
NAHRO proposal, it is important that basic legislation or legislative history 
encourage creative design and the use of advanced construction methods and 
materials. The public housing program is suffering from the monotony that is 
inevitable when inflexible standards as to space, building types, materials, and 
facilities are imposed through Federal specifications. Flexibility must also be 
introduced into the site selection process, so that, where feasible, single or duplex 
structures can be used on scattered cites. In this connection, we applaud the 
Public Housing Administration’s willingness to permit the Cedartown, Ga., 
Housing Authority to experiment with the use of prefabricated housing tech 
niques. We recommend that there be established a policy to promote projects 
planned as parts of appropriate and well-protected neighborhoods, to avoid de 
velopments so large as to constitute communities of one economic class, to plan 
projects with the lowest feasible density, to arrange dwelling structures so as 
to facilitate transfer to families whose incomes increase beyond the limits of con 
tinued occupancy, and to make adequate provision for larger families and for 
elderly families. We recommend also that authority already in the basie law to 
rehabilitate existing housing be put to experimenal use—as it may be soon in 
Philadelphia—in the hope that the public housing supply can be augmented in 
this way. 
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The Senate Committee on Banking and Currency incorporated appropriate 
language in section 401 of its report of S. 4035 to accommodate this recom- 
mendation but during debate on the floor of the Senate agreed to its deletion 
on the grounds that legislative authorization already existed to accomplish 
the intent of the language and on the grounds that the principles incorporated 
therein appropriately reflect the Federal policy in this connection. We recom- 
mend your committee’s consideration of affirmation of the same principles. 
Income-rent ratio 

The present statutory 5 to 1 income-to-rent ratio has long since lost its justifi- 
cation and usefulness and is a deterrent to an economically and socially desirable 
balance in public housing occupancy. Experience indicates a ratio of 7 to 1 
is more realistic today based upon rentpaying habits in the private market. 


Restoration of full authorization 


We recommend that the full authorization for public housing subsidy contained 
in the Housing Act of 1949 be freed of the year-to-year limitations. 

The Senate bill continued the year-to-year limitation by authorizing the exten- 
sion from 2 to 3 years the presently authorized limited number of units available 
and adds 17,500 units to be available beginning July 1, 1959, until July 1, 1962. 
We submit that this authorization is completely unrealistic to accommodate the 
needs expressed earlier in this statement, 

Repeal of restrictive provisions 

It is recommended that there be repealed all restrictive provisions of the 
Housing Act of 19387 including the so-called self-liquidating provision, section 
10 (j) ; the provision for the termination of public housing projects pursuant to 
certain local requests, section 10 (1); and others not in keeping with efforts to 
accomplish the objectives of the national housing policy. 

Standardizing cooperation agreements 

In return for acceptance of payments in lieu of taxes, the local governing body 
in its cooperation agreement with the local housing authority agrees without 
cost or charge to furnish to the local authority and the tenants of the project, 
the public services and facilities to the same extent and of the same character as 
are furnished without cost or charge to other inhabitants in the city. At the 
time many earlier cooperation agreements were executed, the cities provided with- 
out charge such services as sewage disposal and garbage, trash, and ash col- 
lection and disposal. Subsequently, many cities, because of increasing demands 
for municipal services and need for additional revenue, have instituted a system 
of separate charges for sewage disposal and garbage collection. It is not possible 
for the local authority to make appropriate payments for these services because 
the earlier cooperation agreement requires the city to continue without charge 
whatever services were provided on the date of execution of the agreement. 

On the other hand, agreements entered into subsequent to May 1950, permit 
flexibility in its provisions to accommodate the changing municipal practices with 
regard to charges. As a result, the local authority is able to pay charges where 
normally levied against other inhabitants or dwellings for some projects developed 
more recently, but cannot do so for those covered under earlier agreements. 

It is recommended that the Housing Act of 1937 be amended to permit a local 
authority to pay uniformly the cost of public services and facilities furnished 
by the local government to low-rent public housing projects under its jurisdic- 
tion. H. R. 12091 accommodates this recommendation, 


FHA MORTGAGE INSURANCE 


We have been concerned for some time that the various FHA mortgage insur- 
ance programs and, to some extent, their administration, have not kept pace 
with the changing characteristics of the housing markets which they were de- 
signed to serve. We are especially gratified, therefore, by the legislative propo- 
sals in the Senate bill and certain of the proposals in the administration bill 
respecting these programs. 

Coupled with administrative policies giving greater recognition to FHA’s 
primary responsibility to the consumer and a better balance between urban 
and suburban housing needs, these proposals, if enacted into law, will correct 
many of the existing deficiencies in the FHA programs. 
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Rental housing 

The provisions in the Senate bill increasing the maximum mortgage limi- 
tations under section 207 and for multifamily housing under section 220 
and substituting replacement cost for value as the basis for computing the 
mortgage amount under section 207 are essential steps in encouraging the 
production in quantity of much needed rental housing in our communities. 


Section 220 

We favor the proposal contained in the Senate bill equalizing equity re- 
quirements for builder-sponsors and investor-sponsors under the section 220 
urban renewal mortgage insurance program. By permitting the insurable 
mortgage to be based on 100 percent of replacement cost (excluding any al- 
lowance for builder’s and sponsor’s profit and risk), the Congress will fa- 
cilitate disposition of land and construction of rental housing in urban-renewal- 
project areas. 

Section 221 

NAHRO supports the provisions in the Senate bill designed to— 

1. Increase the maximum insurable loan under the section 221 reloca- 
tion housing program from $9,000 to $10,000 in normal cost areas and 
from $10,000 to $12,000 in high-cost areas ; 

2. Substitute replacement cost for value as the basis for the insura- 
ble mortgage for new construction under the nonprofit rental housing 
portion of the section 221 program ; 

3. Make section 221 mortgage insurance available for the construction 
for profit of rental housing for displaced families on the basis of re- 
placement cost ; and 

4. Make section 221 mortgage insurance applicable to 2-, 3-, and 4-family 
dwellings. 

The proposal in the Senate bill for extending eligibility under section 221 
to families displaced by governmental action from the environs of a com- 
munity having an approved workable program, should be modified to define 
the term “environs” and should be coupled with the provision in the adminis- 
tration bill removing the requirement that the locality or community in which 
the housing is to be located must request that the section 221 program be made 
available. It seems to us entirely inconsistent to extend eligibility for sec- 
tion 221 housing to families displaced in a locality, while at the same time 
permitting the locality to prevent the construction of section 221 housing 
therein. 


Housing for the elderly 

At the beginning of this statement we cited the need for the production 
of a substantial amount of housing designed to meet the special needs of 
the increasing number of older people in our population. This need has 
received recognition in the proposals in both the Senate bill and the admin- 
istration bill for a separate FHA mortgage insurance program of rental hous- 
ing for elderly persons. Of the two proposals, NAHRO supports that con- 
tained in the Senate bill as likely to result in the production of a greater vol- 
ume of housing for the elderly than the administration proposal. 


MIDDLE-INCOME HOUSING 


The policy and program resolution adopted by NAHRO’s 24th annual meeting 
in St. Louis last October identified an adequate supply of middle-income housing 
as the most serious gap in our housing inventory today. Middle-income housing 
was generally defined as standard housing within the means of that sector of 
our population whose income is above the maximum for public housing occupancy 
and below the level for which a volume supply of private housing is being 
produced through FHA, VA, and conventional financing. 

Recognizing the inability of the private homebuilding industry to meet the 
tremendous housing needs of the middle-income segment of our population under 
existing construction cost and mortgage-financing mechanisms, we advocate— 

1. An adequate and continuing Federal program of housing research designed 
to identify the characteristics of the middle-income market and develop con- 
struction techniques and building materials that will bring a substantial supply 
of new housing within the financial reach of middle-income families. Such a 
research program should be financed from reserve funds for the various FHA 
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mortgage-insurance programs and a portion of the FHA general mortgage 
insurance authorization should be set aside to facilitate the financing of housing 
construction under techniques and with materials developed through the research 
program. 

An intensive study of new sources and methods of encouraging a larger 
and continuing supply of funds for the residential mortgage market. 

8. Consideration of a direct Federal mortgage loan program for the construc- 
tion of rental housing at costs within the means of middle-income families as 
defined above. Housing could be made available in substantial quantity for such 
families by lower monthly rentals resulting from a 50-year amortization period 
and an interest rate based on the current average yields of all outstanding mar- 
ketable obligations of the United States (currently about 3 percent). Such a pro- 
gram might provide preferences for families displaced by governmental action, 
families living in public housing whose incomes are above the limits for continued 
occupancy, and families living in substandard or overcrowded housing. 

CONCLUSION 

We have presented in this statement certain legislative recommendations 
which, if adopted, will, we feel, insure a continuing and effective urban-renewal 
program, a revitalization of the low-rent public housing program, and a sub- 
stantial start toward meeting the housing needs of middle-income families. 

We are grateful for the opportunity to make these recommendations and we 
assure you of our continuing desire to provide the committee with any additional 
information and assistance available within the resources of the association. 

Mr. Rarns. Mr. Knox, you may come around. Our next witness is 
Mr. Peter S. Knox and Mr. Pat Harness, testifying on behalf of the 
Home Manufacturers Association. Is that the new name for Pre- 
fabricated Home Manufactures Institute / 

Mr. Knox. Yes. 

Mr. Rains. You may proceed, Mr. Knox. 


STATEMENT OF PETER S. KNOX, JR., COCHAIRMAN, LEGISLATIVE 
COMMITTEE, HOME MANUFACTURERS ASSOCIATION 


Mr. Knox. Thank you, Mr. Rains. 

Mr. Chairman, and members of the committee, my name is Peter 
Knox. I am president of Knox Corp., of Thomson, Ga., and I am 
testifying in behalf of the Home Manufacturers Association, as co- 
chairman of our legislative committee. The Home Manufacturers 
Association is the new name of the former Prefabricated Home Manu- 
facturers’ Institute. With me is Pat Harness, our executive vice 
president. 

The Home Manufacturers Association is composed of companies 
which produce the great bulk of prefabricated, or factory-built, homes 
in the United States. Last year, while most types of construction had 
a 7- to 10-percent fall-off in volume, our industry produced over 93,000 
units, which was a drop of only 1 percent from 1956. We appreciate 
the opportunity to comment on legislative proposals before this 
subcommittee. 

Before I present our comments, I would like to pass on to this com- 
mittee some tangible results of the passage by the Congress in March 
of the Emergency Housing Act. This act was certainly of help to the 
family needing a good home and to the housing industry. In a reces- 
sion period, I can say that our industry volume in general has picked 
up at least 20 percent over the same period of last year. My own com- 
pany is producing at a rate of over 50 percent of last year’s production. 

28431—58-——31 
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This increase in housing production will aid the entire economy, and 
Iam sure that was the intent of Congress. 

We have placed before you a copy of our industry magazine, which 
gives you some more facts on this substantial upsurge in building 
activity as a result of the action of last March. We are going to con- 
fine our statement to those legislative points with which we have every- 
day experience in the field. 

(1) We favor a raise in the FHA mortgage ceiling to at least $25,000 
from the present $20,000. 

(2) We favor a smaller downpayment on FHA loans in the $15,500 
to $18,000 bracket. 

(3) We believe a 35- to 40-year amortization term on FHA’s 203 
housing is vitally needed. 

I might state parenthetically we are building so much better houses 
than we used to that a longer term for amortizing them is justified. 

(4) Many of our companies are working with builders who pare 
tried and are now trying to participate in the FHA section 221 reloca- 
tion housing program. We hope the Congress will eliminate the re- 
quirement that the community in which 221 housing is to be located 
must make a formal request that the section 221 program be made avail- 
able. From our experience in the field, this requirement kills off more 
221 proposed developments than any other single factor. 

We endorse the proposal which would broaden the 221 program so 
that rental housing could be produced under it by builders for profit. 

We feel strongly that the present $9,000 limitation on mortgage 
financing under section 221 is inadequate and suggest that the limi 
tation should be raised to $10,000 in normal-cost areas and from $10,000 
to $12,000 in high-cost areas. 

In addition, as item 5, we very strongly urge an increase in FHA 
section 203 (i) maximum-mortgage limit. We recommend it be 
increased from its present $8,000 maximum to at least a $9,000 maxi- 
mum and in this connection we call your attention to the fact that 
the Veterans’ Administration has provided direct loan facilities to 
individuals in rural areas and small towns up to a maximum of $13,500 
and that in many instances persons located in small towns and in rural 
areas have no facilities for mortgage loans whatsoever except through 
the FHA section 203 (1), and we believe that all persons regardless 
of their veterans’ status are entitled to more favorable loan terms and 
to higher limits than the present $8,000 maximum. 

Mr. Ratns. Mr. Knox, you have no objection to that being broad 
ened to allow purchase of used homes or homes already built ? 

Mr. Knox. No, sir. 

Mr. Rarns. I believe that is the amendment Mr. Sikes suggested 
yesterday. You may proceed. 

Mr. Kwox. In our opinion the Housing Act of 1958 should include 
provision for FHA to insure loans for subdivision development and 
for street and utility installations. Our observation is that one of 
the most urgent needs for the future of housing is financing facilities 
for better pl: anned community or subdivision programs. Without such 
financing, residential development will be seriously retarded. 

Improved land costs have risen higher and faster than any other 
element of total housing cost. Much of the reason for such cost 
mcereases in improved land is attributable to lack of planning, the 
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relative small scale, and the capital risks incident to large-scale land- 
improvement programs. A major service can be rendered to the more 
eflicient and lower cost development of subdivision street and utility 
installations by making FHA insurance available to loans necessary 
for the installation of such improvements. 

In this respect we call your attention to the fact that the Nation’s 
inventory of unused improved building sites is almost entirely 
depleted; a condition that is entirely different than when FHA was 
set up more than 20 years ago. At that time there were entirely too 
many such lots and the problems to be solved was to put une mployed 
men to work building homes on them. The success of the program 
in solving the problem is self-evident; the lots are gone. 

This situation is so alarming and is suddenly becoming so obvious 
in all parts of the country that it creates a very serious threat to the 
success and survival of the small-business-man builder in the imme 
ciate future. 

Unless we can provide a way for the small builder to develop land 

‘ purchase it on credit, home building will very quickly become a 
ae of the relatively few well-capitalized large land de 'velop- 
ers; and the healthy competition that the small builders have given 
these large operators will cease to exist. 

The method of solution of this urgent problem is not nearly as 
important as the recognition of it. 'T here are many ways that insured 
eredit can be channeled into land development. Good credit tools 
already exist for financing the construction of a concrete foundation 
and there appears to be no good reason why they cannot be used 
to finance a concrete street. Both are an integral part of the finished 
home. i 

We suggest the following approach as a possible solution of this 
problem: 

Insured loan on land which is to be improved in accordance with 
a land-development plan processed and approved in advance by 
FHA/’s land-planning division. 

Rate: To be not less than 4 percent nor more than legal rate in the 
community. 

Term: Not more than 10 years. 

Amount: Not to exceed 90 percent of FHA-estimated replacement 
cost of improvements (not raw land) when completed. 

FHA insurance premium: Up to 20 percent of interest received. 

Release clause: Individual lots thus improved to be released at 120 
percent of FHLA’s estimated replacement cost of improvements as pro- 

rated to the lot to be released. 

Example: If prorated replacement cost of improvements allocated 
to a lot 1s $1,000 for improvements only, then loan cannot exceed $900 
and release payment is $1,200. (Therefore entire loan is retired when 
75 percent of lots are released.) Note also that if raw land cost is 
$500, loan starts off at only 60 percent of original cost and is reduced 
to a 40-percent loan when half the lots are released. 

FHA fees: 2 percent where advances are to be insured. In such 
cases amortization not to begin for 12 months after the date of insur- 
ance. One percent where commitment is made to insure after com- 
pletion of improvements; in which case amortization begins first year. 

Amortization: Loan balance against all land not released shall be 
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reduced 10 percent each year. The extra amounts paid to effect re- 
leases are to be applied to such amortization. 

Example: If no lots are sold and released, developer-borrower must 
retire 10 percent of loan from his own funds. However, if he is suc- 
cessful in selling and releasing 25 percent of his lots the first year, the 
extra amounts paid to offset the releases will have met the amortiza- 
tion requirements. 

Nature of insurance: In the event of default, lender may convey his 
security to FHA and receive 80 percent of the usual FHA amount in 
debentures; balance to be covered by certificates of claim. 

It will be noted that in addition to approaching the new concept of 
insuring credit for land development, the plan also incorporates an 
approach to a freely negotiated interest rate and coinsurance plan 
under which the lender has a stake in his own under writing of risk. 

This proposal has had some support for incorporation into the over- 
all insured loan program. It is suggested that the incorporation into 
this proposed Housing Act might provide a useful proving ground 
for these features, particularly since the total life of such loans will be 
relatively short and quickly provide a complete cycle of operation for 
study and evaluation. 

\ start toward this type of land improvement insurance already 
has been made in the field of trailer camp land improvements under 
existing FHA law. 

We wish to repeat again our recommendation for a flexible interest 
rate on Government-insured home mortgage loans in order that these 
loans may compete with other seekers of long-term credit. We also 
ice] that consideration should be given to 100-percent loans insured by 
FHA. Also, the lengthening of the term of FHA leans to 40 years 
and simplification of. procedures under FHA by such methods as the 
certified agency plan which is being tried on a limited basis by FHA 
at the present time. 

Finally, legislation should be provided to create means for chan- 
neling more investment funds into home mortgages which will be 
necessary to satisfy the tremendous requirements for houses in the 
1960’s which is being predicted today by economists. This could be 
accomplished by expansion of the activ ities of the Federal National 
Mortgage Association, particul: arly with reference to their issuance 
of debt ‘oblig rations secured by their mortgage portfolio. This latter 
step would serve to channel large amounts “of funds into the home- 
building field from investors such as pension funds and trust funds, 
who are reluctant to invest in mortgages but prefer to confine their 
activities to bonds and similar securities. 

It has been our observation that, for the most part, the problems 
that have confronted this industry during the past few years have 
been created by the insistence of Government planners on using the 
housing industr vy asa buffer against boom or bust. 

As early as November 1956 spokesmen for housing warned against 
the perils involved in subjecting this m: \jor segment of the Nation’s 
economy to such treatment, stating that it would be sheer folly to 
regard any particular annual rate of home building as optimum. 
It would be even worse to regard home building as a pump- priming 
operation that can be started and stopped at the turn of an economic 
trend: it should be clearly recognized that home building is far too 
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complex an operation to long endure this kind of manipulation. Such 
a shortsighted step would completely discourage the long-term plan- 
ning that is absolutely essential to the success and stability of the 
home- building industry. 

You will recall that at that time, home building was being stifled 
by the tight-money policy put into effect as an anti-inflation measure. 
This action shortly dried up the sources of mortgage money, espe- 
cially since the interest rates on Government insured loans were 
fixed at a level that made them unattractive to lenders. As a result, 
the home-building industry felt the brunt of this bit of economic plan- 
ning. Today, with the rest of the economy sagging, the Government 
has | turned to the housing industry to lead the recovery movement, 
and we have already had a number of emergency measures to stimu- 
late home building. 

But let me repeat that beyond these emergency measures lies the 
urgent need for a long-range housing program that will give greater 
sti ibility to the conditions under which our industry must operate. 
Of major importance is the need to make the interest rate on VA and 
FHA loans flexible. This would permit these rates to adjust freely 
to market conditions without the need for legislative or administra- 
tive action. 

More important, it would prevent an occurrence of the crippling 
shortage of mortgage money with which we had to cope as recently 
as last year. 

It is true that credit is now in good supply, but we should not be 
misled by that fact. What happens when the hoped for economic 
recovery sets inf More important, what happens when the boom 
years of the 1960’s arrive and our whole economy will be expanded / 

In both instances, home buyers will once again buy in competition 
with other borrowers for available credit. And with fixed interest 
rates on Government-insured loans, home buyers are sure to be at a 
tremendous disadvantage. For once again in the competitive market 
for money, mortgage joans will lose their attractiveness to lenders 
and a large number of American families will be forced out of the 
housing market. 

sefore closing 1 want to make one last observation. Not so long 
ago, we were being told that there was an oversupply of housing 
in this country and that this was the reason sales were off as much 
as they were. It should be clear to all now that there is still a great 
mass market for homes in this country if we make it possible for 
the people to buy these homes. 

The recent actions by the Government to make more money avail- 
able for mortgage financing and to ease the downpayment and 
monthly terms have brought back into the market the hundreds 
of thousands of families who want and need new homes so dras- 
tically. 

I respectfully urge that Congress avoid the “buy now and save 
the Nation’s economy” approach to the fundamental problems of 
housing. A much longer and sounder view is indicated by the grow- 
ing need of our people for adequate housing. Meeting this need 
in drafting long-term housing legislation is the greatest. contribu- 
tion that Congress can make to the security and happiness of our 
people. 
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Thank you for this opportunity to present our views before this 
group. 

Mr. Rats. Thank you very much, Mr. Knox. 

You present on the proposed insurance plan for community fa- 
cilities not exactly a new idea, but one that this committee has not 
delved into too deeply. We had testimony on that subject, Mr. 
Knox, down at the hearings in Miami, Fla., last fall when we met 
to hear witnesses on community facilities. 

Actually we ran into diverse opinions from home builders, as a 
matter of fact, as the record will show. A great many home builders 
didn’t favor it. They seemed to feel that was the duty and obliga- 
tion of cities to furnish the community facilities to reach out to these 

various sites, and in the light of that fact, the Banking and Cur- 
rency Committee has pending now before the Rules Committee of the 
House a rather expansive community facilities bill for cities of this 
country, 50-year loans with low interest rates. 

I judge from your statement you would favor such a bill? 

Mr. Knox. Very much so; yes. I am very much encouraged at 
that. thinking on the part of the committee. I think it is an even 
better solution than what we could pose certainly cae our large- 
scale standpoint. 

Mr. Ratns. As a matter of fact, it might take both approaches. 
I see considerable merit to your suggestion. Of course, I don’t enter- 
tain the hope that we could put it in this particulat bill with next 
Friday’s deadline, but I do say that that suggestion will get some 
careful study by this committee in its future deliberations. I think 
it has some merit that we ought to explore. 

You had some kind words to say as to the Emergency Housing 
Act and among the provisions of that act was a billion ae for 
special assistance funds of Fannie May, to buy mortgages of $13,500 
or less. There is no doubt about that being a very effective method 
to get some homes of that type built. Do you think it might be : 
good idea to put an additional billion dollars in Fannie May for 
that type of construction in this bill ¢ 

Mr. Kwox. Mr. Chairman, as to where the money comes “er is 
somewhat immaterial to us builders. I can state as I believe I did 
generally, that in our own case, doing a considerable business both 
in that field of housing that is currently supported by special assist- 
ance functions on the one hand and in the low-cost housing field and 
again particularly in small towns and cities and in rural areas, that 
because of the facilities and the financial underwr iting of such a pro- 
gram as provided in the emergency bill of March, it has been possible 
for us to double the amount of buil ling that we are doing in our part 
of the country. 

Mr. Ratns. What particular type building has your increase been 
in, Mr. Knox? 

Mr. Knox. The greatest increase has been in single-family houses 
in small towns and rural areas of $13,500 and under. 

Mr. Rarns. Are those $13,500 houses FHA insured ? 

Mr. Knox. Both FHA and VA. 

Mr. Rartns. How much downpayment are they making on those 
houses of $13,500 ? 
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Mr. Knox. Three percent plus closing costs on FHA, and it can be 
a 100 percent loan on VA. 

Mr. Rarns. If you were to reduce the FHA insurance cost by one- 
half, on a $13,500 loan I have found that it would mean the same 
amount in round figures, as cutting off one of the 12 monthly pay- 
ments. Toa man who lives in that type house with the income that 
he would have, wouldn’t that be a considerable item to him in being 
able to buy that home? 

Mr. Knox. It certainly would. 

Mr. Ratns. Of course, you would agree that you want the insurance 
fund to be kept safe, but if it can still be kept sound actuarily and 
otherwise, and still reduce the insurance rate, would you think that 
is a good idea ¢ 

Mr. Knox. Yes, and I think it is too safe as it is and it ought to 
be reduced as you suggest, to a quarter of 1 percent. 

Mr. Rats. I don’t think anyone contends, not even the adminis- 
tration, but what it is overemphasized on the safe side and it could 
bear some reduction. Now you say you believe in a 35- or 40-year 
amortization term on FHA’s 203 housing. Of course, keeping in mind 
that the life of the average FHA mortgage is some 12 to 15 years, 
do you think the type of housing under 203 is safe to be insured for 
a 55-year period ? 

Mr. Knox. Yes, sir, appraisers are generally suggesting that the 
useful economic life of houses is up to 50 or 60 years ‘and if a property 
has that much useful economic life, there is no reason we can see, 
why the cost shouldn’t be amortized at least over a 35- or 40-year 
period. 

Mr. Rarns. I see we have with us our distinguished colleague, Mr. 
Brown. We are glad to have you come visit with us. 

On the $13,500 to $18,000 bracket now, you say that you favor a 
smaller downpayment. 

What do you think the downpayment ought to be, Mr. Knox? 

Mr. Knox. Well, we think it ought to be not more than 10 percent 
of the purchase price within that price bracket. 

Mr. Rains. If we were to put that in our bill you would favor it? 

Mr. Knox. Yes. 

Mr. Rarns. What about the closing cost? That is something I have 
been concerned with. What about the FHA closing costs on this type 
loan, what do they amount to? 

Mr. Knox. They vary from one locality to another, but they 
amount to 3 to 5 percent of the purchase price or the loan amount 
usually. 

The closing costs, themselves, represent a substantial cash require- 
ment on the part of purchasers and the addition of higher down- 
payments plus the closing cost requirements means actually a man 
under the present circumstances is very often paying 25 or 30 percent 
in cash payment, the combination of cash payment and settlement 
charges on a $25,000 house. 

Mr. Rarns. Do you think that if we raised the $9,000 limit on 221, 
to 10 to 12—y ou say 10 to 12 in high cost areas and to 10 in normal 
cost areas, that first of all, it would get a greater supply of housing 
under 221 or would it make it too competitive with other FHA in- 
surance programs ? 
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What is your judgment on that ? 

Mr. Knox. Well, I think it would result in a better supply of hous- 
ing and I don’t think that it would interfere certainly to any significant 
degree with other types of housing programs. 

Mr. Rains. Let me cite an example : and get your opinion on a bill I 
introduced on 221. We will take a city, for instance, and inside the 
city limits, the city fathers have request red a 221 program and they are 
eligible, but immedi: utely outside that city limit a United States high- 

way program comes in and uproots numbers of families, but because 
they are right over the line, they are not entitled to 221 housing. 

Do you think it would be wise to include the environs of a city 
within the eligibility of 221 requirements? 

Mr. Knox. I certainly do, and I know of many instances, or several 
instances that are proposed where just such a disadvantageous situa- 
tion is about to develop as far as the number of property owners who 
live outside the city limits of Atlanta, Ga., for instance. 

Mr. Rarns. In other words, where Federal highways come into 
cities and they have their vast cloverleafs, as we « ‘all them, just outside 
the city limits, it uproots many thousands of people who couldn’t 
come under this particular section as is, isn’t that right? 

Mr. Knox. Yes, sir. 

Mr. Rarns. That is all the questions I have, Mr. Knox. 

Mr. Brown, would you like to ask your constituent a question ? 

Mr. Brown. No. 

Mr. Rarns, Mr. Addonizio. 

Mr. Apponizio. I have just 1 or 2 questions, Mr. Chairman. 

Mr. Knox, do you build any 203 (1) houses ? 

Mr. Knox. We build a very limited number. The $8,000 price 
ceiling is quite restrictive. 

Mr. Apponizio. Well, there has been a proposal advanced here to 
raise it from $8,000 to $9,000. Would you support that? 

Mr. Knox. Yes, sir; I so stated in my statement. You run into a 
number of situations. First of all, FHA doesn’t look favorably on 
building a house that doesn’t conform to certain minimum require- 
ments both as to size and specifications of construction. 

In the second place, the private lenders who ultimately buy wa \ 
loans, aren’t interested in the purchase of homes unless they are a 
certain minimum size. For instance, many insurance companies won’t 
buy a mortgage on a house unless it has three bedrooms in it. 

Another point is that the people who live in small towns and rural 
areas need generally a good-sized house for the reason that generally 
they have as large or larger families than the city people do. Conse- 
quently their requirements really are for more than a $9,000 house in 
many instances, but the questionof meeting the planning and construc- 
tion requirements are so established both by FHA and private lenders 
who buy mortgage loans as to make it impossible to build very many 
houses to meet the needs of a fs mily with a mortgage ceiling of $8,000. 

Mr. Apponiz1o. Last year, Mr. Knox, I believe it was, we amended 
the public housing law to permit public housing units to be prefabri- 
cated. Have any of your people got into that program? 

Mr. Knox. Yes, sir, the Cedartown project to which the previous 
witness referred, was prefabricated units. The housing units blend 
in with the other housing in that city. They aren’t identified as pub- 
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lic housing units. They are single-family houses for the most part 
and they blend into the community of Cedartown much better than 
would the typical institutional type public housing buildings based 
on the old methods that were employed. 

Mr. Apponizio. No further questions. 

Mr. Rains. Mr. Barrett ? 

Mr. Barrerr. No questions. 

Mr. Rains. Mrs. Sullivan ? 

Mrs. Sutuivan. None from me; thank you. 

Mr. Rarns. We want to thank you, gentlemen. We appreciate your 
willingness to wait over until this afternoon. We had a busier day 
than we anticipated. 

Mr. Knox. We appreciate what all you gentlemen are doing for us 
in the housing business and it is a pleasure for us to make our contri- 
bution. 

(The following letter was submitted for inclusion in the record :) 

Home MANUFACTURERS’ ASSOCIATION, 
Washington, D. C., July 16, 1958. 
Hon. ALBERT RAINS, 


Chairman, Housing Subcommittee, Banking and Currency Committee, 
House Office Building, Washington, D. C. 

Dear Mr. Rains: This association would like to add two points to the testi- 
mony presented yesterday by Mr. P. 8S. Knox, Jr., who testified in behalf of the 
Home Manufacturers’ Association, as the cochairman of our legislative com- 
mittee. 

1. We favor an increase from $8,000 to $9,000 in FHA 203 I program. 

2. We definitely recommend that the onmibus Housing Act of 1958 provide 
for an additional $1 billion in the FNMA special assistance program for VA 
and FHA housing at $13,500 or under. 

It would be appreciated if you would include this information in the record 
of your present hearings. 

Thank you for your courtesy. 

Cordially yours, 
CONRAD “Pat” HARNESS, 
Executive Vice President. 

Mr. Ratns. Tomorrow morning at 10 o’clock the committee meets 
at. which time we shall hear from the National Association of Home 
Builders, the National Association of Real Estate Boards, and the 
Wherry Housing Associ: ition. 

Until then, we are in recess. 

(Whereupon, at 3:35 p. m., the subcommittee adjourned to recon- 
vene at 10 a. m., Wednesday, July 16, 1958.) 
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WEDNESDAY, JULY 16, 1958 


Howse or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., Hon. 
Albert Rains, presiding. 

Present: Messrs. Rains (presiding), Addonizio, Barrett, Mrs. Sulli- 
van, Messrs. Widnall and Betts. 

Mr. Ratns. The committee will please be in order. 

We shall try to proceed exactly on schedule this morning. We will 
have to adjourn at 12. There will be rollealls on the floor of the 
House. 

The first witness this morning is Mr. Nels Severin, president of the 
National Association of Home Builders, and he is accompanied by Mr. 
Mitnick and Mr. McGrath. Come around please, gentlemen. 

Mr. Severtn. Thank you. As always, it is a pleasure to again have 
the opportunity to discuss with you legislative matters affecting our 
complex industry, Mr. Chairman and members of the committee. 


STATEMENT OF NELS G. SEVERIN, PRESIDENT, NATIONAL ASSO- 
CIATION OF HOME BUILDERS, ACCOMPANIED BY CARL MITNICK, 
FIRST VICE PRESIDENT 


Mr. Severtn. As you said, my name is Nels G. Severin and I am an 
active home builder from San Diego, Calif. Today I appear before 
you as president of the National Association of Home Builders, repre- 

senting approximately 40,000 members, affiliated in 302 loc al and 
State associations in every area of the Nation. 

T have with me Mr. Carl Mitnick on my right, first vice president, 
Mr. Frederick Colton on my left, and our second vice president, Mr. 
Martin Bartling of Tennessee. 

Before giving you the views of our organization on the bills cur- 
rently before the committee, I should like to report briefly on present 
conditions in the home-building industry. 

We believe Congress should take considerable credit and pride in 
the fact that the recently enacted Emergency Housing Act has been 
so important a factor in making mortgage credit again available to 
home buyers in moderate income brackets. Enactment of this bill— 
combined with supplementary and collateral steps taken by the hous- 
ing agencies and the Federal Reserve Board nial sharply changed 
both the conditions and the attitude in our industry and among lenders 
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on whom we must depend. Previous pessimism has now given way to 
a far greater degree of confidence in the ability of the home-building 
industry to produce and sell a substantial volume of new homes before 
the year’s end. 

Pls ans for new housing projects generally have been markedly ex- 
panded. Shortly after passage of ‘the E mergency Housing Act, our 
Builders Economic Council compiled a survey of builders’ intentions 
for the coming year. Most of the reporting builders are optimistic. 
had gr ally, they forecast that housing starts in their communities dur- 

ng 1958 will top last year by 10 percent. The rate of housing starts 
a FHA applications since then confirms this. I have attached to 
this statement an up-to-date memorandum from our economics depart- 
ment on current housing activity, and I hope that the members of the 
committee will have a chance to examine that. 

Mr. Rarns. That statement may be included in the record at the 
conclusion of your testimony, Mr. Severin. 

Mr. Severtn. Thank you. 

The trend of the past few years toward higher priced brackets ap- 
pears to have been halted and the largest gain in plans for new starts 
occurs in the moderate price range. Asa result, the indicated median 
sales price this year should be substantially lower than the 1957 me- 
dian. A summary of our survey is appended to my prepared state- 
ment (attachment A) and is submitted for the record and your fur- 
ther information. 

Mr. Rarns. That is included in the attachment I just admitted to 
the record; is it not 

Mr. Severtn. I think this is an additional one, sir. 

Mr. Rarns. It may be included. 

Mr. Severin. We are pleased to note that FNMA, for the first time 
since its rechartering in 1954, in the current mortgage climate has been 
enabled to sell loans from its portfolio in substantial volume and at 
constantly higher prices. 

IT might point out here this not only provides funds to Fannie May 
for its future use in its secondary market operations when it needs 
them, but more importantly, it is helping to improve mortgage prices. 
We think the agency is conducting its operations with skill ‘and con- 
siderable success. 

I believe it safe to say that for the first time in at least 2 years, 
neither unavailability nor price of mortgage money appear to be 
major problems. If these present favorable conditions continue, 
home building should be able to contribute substantially to a sound 
economy and to an extent some believed impossible a few short months 
ago. At the same time, I hasten to point out that home building by 
itself, cannot lift or support a sagging economy. What happens to 
our industry will, in the end, be determined by the health of the over- 
all economy. 

Moreover, it should be noted that the current volume of housing 
starts is still far from adequate to meet the requirement of our ex- 
panding population. The current level of starts is merely a return to 
the level of 2 years ago. It is far lower than the volume that. pre- 
vailed in 1955. Meanwhile. our a has been increasing at the 

rate of close to 3 million per year. Thus, it is clear that much still 
remains to be accomplished by both industry and Congress in solving 
our housing problems. 
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Against this background, there are still basic legislative measures 
which this year can significantly improve the ability of our industry 
to function with maximum effectiveness and with equal effect in all 
areas of housing. In this statement I will present our views on those 
of major importance, most of which are in the bills before you or are 
contained in §. 4035 recently passed by the Senate. 


FILA INSURANCE PROGRAMS 


FHA insurance authorization: We strongly support the provision 
of adequate and continuing additional insurance authorization to 
FHA as provided in H. R. 11178 and in S. 4035. In its 24 years of 
operation, FHA has become the keystone of residential mortgage 
finance in this country. We believe it is of great importance to a 
stable home-building industry that builders and lenders be able to 
depend on the continuing availability of FHA financing without. in- 
terruption. We, there fore, urge approval of the proposed increase 
in FHA’s insurance authorization. 


MAXIMUM MORTGAGE AMOUNTS 


For several years we have recommended that the present FHA 
maximum mortgage of $20,000 for 1- or 2-family dwellings be in- 
creased, consistent with the increase in price levels which has occurred 
throughout the economy. 

The bill passed by the Senate last Friday recognizes the need for 
an increase but raises the mortgage ceiling to only $22,500 for a 
1-family residence, $25,000 for a 2-fi ‘amily, and $30,000 for a 3- family. 
We believe this change is far from adequi ite to meet today’s problem 
in using FHA for financing homes costing above $20,000. 

You will recall that the original FH A maximum limit was set in 
1934 at $16,000. This re presented a $20,000 home, which was fairly 
high-priced and available only to a family of quite substantial income, 
in terms of the 1934 economy. Not until 20 years later—in 1954—was 
the $16,000 limit increased and then only to $20,000. This is the law 
currently. 

A $25,000 house—at today’s cost, still in the moderate price 
bracket- -requires a downpayment of $5,000, while the downpayment 
for a $30,000 house leaps to $10,000 cash. The suggested raise in the 
maximum limit to $30,000 would require a reduced—but still substan- 
tis al: —downpayment. A $25,000 home would require a downpayment 
of $3,480 and a $30,000 home, $4,980. 

Attached to my statement is a comparative table showing the effect 
of the raise on the downpayment under various assumptions. I 
should like to have that made a part of the record. 

Mr. Rains. Attachment B may be included in the record. 

Mr. Severtn. Even among the most prosperous families and with 
conventional financing, few persons purchase homes with the amount 
of cash now required under the FHA downpayment for a home in 
the $25,000 to $80,000 bracket. The current limit is, therefore, deny- 
ing the bene fits of the insured mortgage system to an increasing num- 
ber of home buyers formerly eligible in the early days of the act. 
Accordingly, we urge that the maximum mortgage 7 a 1-family 
residence be raised to $ 330,000 as proposed in H. R. 1117: 
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AID TO TRADE-INS 


We strongly support the proposal in H. R. 11173 and S$. 4035 which 
would greatly help the owner of an existing home to use it as equity 
in buying a new home. 

A iarge and increasing portion of today’s home purchases involve 
exchanges of this nature—in our business, called trade-ins. Because 
of the technicalities in the existing FHA law, such a transaction must 
now involve two separate mortgages—the first when the builder takes 
the home in trade and the second when he sells it. This means also two 
sets of closing costs and financing expenses, which may aggregate 
anywhere from $600 to over $1,500. 

Section 102 of H. R. 11173 and section 103 (b) of S. 4035 would save 
home buyers this expense by eliminating one set of c ‘losing costs. This 
would be done by authorizing FHA to insure (in the name of the 
builde ya loan on the traded-in house in the full amount, which under 
present iaw is available only to an owner-occupant. 

The difference between such fuii amount and the iesser amount pro- 
vided by existing law would be held in escrow until such time as the 
traded-in home is resold to an owner-occupant. If the home is not 
sold at the end of 18 months, the escrowed funds would be applied to 
reduce the mortgage on the trade-in house. 





EVERYONE BENEFITS 


The builder is given an 18-month opportu nity to sell the house 
which he has taken in trade. He has every incentive to place the house 
in the hands of its ultimate owner in order to transfer the mortgage 
debt and to obtain the escrowed mortgage funds. The home buyer, on 
the other hand, is saved a substantial sum in closing costs. At the 
same time, there is no increased risk whatsoever in this plan for either 
the lender or the FHA. 


LOWER FHA DOWNPAYMENTS 


NAHB has long advocated a lower FHA downpayment schedule in 


all brackets of FHA-insured loans. Unquestionably, the recent re 
visions in the Housing Act of 1957 and in the Emergency Housing 
Act of 1958 have helped in 1 providing substantial stimulation to the 


construction of homes in the lower priced range. 

However. homes i In the typic “al mode ‘rate pr ic ed brackets ranging 
from $15,000 to $25,000 and over—have received considerably less 
benefit. We urge, therefore, that the committee reduce the down- 
payment requirement on the bracket between the values of $13,500 and 
$20,000 to 10 percent instead of the present 15 percent. 

For value in excess of $20,000 the requirement should be reduced to 
25 percent instead of the present 30 percent. A comparative down 
payment table is attached for the committee’s information (attach 
ment B). We have also prepared a graphic chart which shows clearly 
that the curve of downpayments rises sharply in moderate to higher 
valuations and that the changes in the past year have benefited lower 
priced homes far out of proportion to whi it has been done in higher 
cost brace ‘kets. Thise hart is also attached to my statement. 

Mr. Rains. That chart may be included in the record. 
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Mr. Severtns. To further improve and expand the effectiveness of 
FHA financing, we urge that the amortization period on all FHA 
insured loans be extended from 30 to 40 years as now provided for 
FHA section 221 loans. This would lower monthly carrying charges 
about 9 percent, depending on the interest rate. 

Attached to my statement is an analysis of mortgage maturities 
which discusses the effect. of such an amendment. I would like to sub- 
mit it for inclusion in the record, with your permission. 

Mr. Ratns. Attachment wor may be included in the record. 

Mr. Severtn. We realize, of course, that the same expressions of 
concern and opposition will greet this proposal from the same quar- 
ters as when the term of loan was extended from 20 to 25 years and 
subsequently to the existing 30-year — This was also true when 
the 20-year loan supplanted the 10, 12, or 14-year loans. Yet each 
of these steps was radical in its day but Saag esult of these progressive 
extensions has been highly beneficial to home buyers and to our 
economy. 

We believe a further extension of term is again indicated at this 
time. This is particularly so because lenders will be slow to accept 
a maximum term of 40 years, but if enacted, this will certainly be 
persuasive for the 30-year mortgage which they now regard as 
extreme. 

FHA INSURANCE PREMIUM 


From time to time it has been suggested that the FHA insurance 
premium which is now set at one-half percent be reduced to one- 
quarter percent or some level in between. We favor giving FHA 
the authority to accomplish this if studies indicate that it is warranted. 

The present law will not permit FHA to set an insurance premium 
below one-half of 1 percent per annum. Also, under current law, 
FHA is required to charge its premium along with the amortization 
payments on the mortgage principal and interest. If FHA could 
lower its premium and charge it as a fixed amount at the outset of a 
mornin loan, payable in cash or included within the insured mort- 

gage, we believe this would be of benefit to countless prospective 
Goud buyers. Certainly, it would be helpful in enabling many buyers 
to qualify for the purchase of homes by serving to reduce required 
monthly carrying charges. 

It is our underst: anding that the FHA mutual mortgage insurance 
fund had reserves of $397 million on April 30, 1958. ‘This included 
$93 million statutory reserve for participation payments and future 
losses, and $304 million insurance reserve for future losses and 
expenses. The total loss charged against this insurance fund has not 
exceeded $4.7 million, only two-hundredths of 1 percent of the total 
amount of insurance written under section 203 of the act. 

Experts studying FHA’s insurance program have concluded that 
its mutual mortgage insurance fund is in a position to meet any 
insurance losses and expenses that might be incurred if the country 
were to suffer an immediate economic reversal “of approximately de- 
pression magnitude.” Since these studies, the fund has been steadily 
strengthened with an annual excess of earned surplus over estimated 
reserve requirements rising from $13.4 million at the end of 1954 to 
$90.4 million at the end of 1957. 
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RENTAL HOUSING 


Rental housing is one of the areas in which much still remains to 
be done. There is a marked and increasing demand for rental hous- 
ing and interest by builders in constructing it. Moreover, the im- 
provement in the mortgage market which I mentioned earlier has 
renewed lender interest in loans under section 207 and in some areas 
in loans on management-type cooperatives under section 213. We 
believe section 207 should become more effective as FHA continues to 
improve some of its practices which have inhibited rental housing in 
recent years. 

The increased mortgage amount limits per unit and per room which 
have been approved by the Senate in S. 4035 will unquestionably be 
helpful, especially in areas with high construction costs. We urge 
their approval by this committee. 

We also support the amendments in H. R. 11173 which would raise 
the interest-rate ceilings on the several FHA rental programs. This 
would give these programs a greater flexibility during periods of tight 
money. In addition, we favor the improvements which have been 
made by S. 4035 in the section 213 cooperative housing provisions. 


SMALL RENTAL PROJECTS 


It is very difficult under present law and FHA regulations to use 
FHA financing for small rental projects. I mean the type of duplex 
or 4- to 6-unit apartments which in many small communities have 
for years been the only available rental housing. 

This is the type of project into which sm: all investors, professional 
men and merchants have traditionally channeled excess earnings. In 
the process, they served to improve substantially our country’s supply 
of housing. But today financing for such small projects on a conven 
tional basis is far too expensive, and FHA’s programs seem designed 
only for large-scale, multifamily projects. For this reason we recom- 
mend to the committee of reenactment of former section 210 of the 
National Housing Act. 

You may recall section 210 of the act was first enacted in Public 
Law 424, 75th Cc ongress, as part of the National Housing Act Amend- 
ments of 1938 It was especially designed to aid the financing of 
small-size ap: irtment projects but unfortunately was dropped from the 
act in 1939. We believe its reenactment at this time, amended to con 
form with current mortgage limits and conditions, would add measur- 
ably to the available tools for financing rental housing. <A copy of the 
section as we suggest it be reenacted, is attached to this statement. 


COST CERTIFICATION 

We also believe it timely for the Congress to reconsider section 227 
of the act which requires cost certification of rental projects under 
most FHA multifamily sections. 

This section penalizes the efficent, cost-saving builder. It decreases 
the loan insurable for him in contrast to the loan available to a builder 
who, at the end of his job, can show larger expenditures, even though 
they do not necessarily improve the value or soundness of the projects. 
In addition, the final amount of the mortgage is not determined until 
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completion of the job, at which time the builder-sponsor has his money 
at risk and is in an exposed and dangerous position should adminis- 
trative determinations be arbitrary or unduly delayed. Also, the reg- 
ulations under the section are necessarily complicated, further increas- 
ing the builder-sponsor’s exposure. 

We believe that section 227 should be revised to provide simply that 
the mortgage shall not exceed actual certified costs, including all costs 
and allowances in connection with the project, excepting only builders’ 
fees (whether or not the sponsor is his own builder or hires a contrac- 
tor). This would be similar to the provision enacted by this com- 
mittee in 1953 for the old Wherry Act projects. 

I should like to point out that we strongly oppose the changes which 
would be made by section 108 of the administration’s bill, H. R. 11173 
These would reduce the loan available under section 220 to a builder- 
developer and increase the loan available to a nonbuilder sponsor who 
contracts the construction to others. In the view of this association, 
such a provision is discriminatory against the small average builder 
who takes part in a section 220 urban renewal project. It marks a 
retrogression from our goal of developing widespread builder in- 
terest in the urban-redevelopment. program. 

The proposed provision clearly favoys the large-scale promoter 
It gives him mortgage cash to hire a general contractor while requir- 
ing the ordinary huilder-developer to donate his skilled building serv- 
ices as equity. In the short history of the urban renewal program, 
large promotional organizations which are not builders have had : 
distinct advantage. Tf given the additional advantage of the sa 
posed change, we fear they will preempt the whole urban-renewal 
program. 


FEDERAL HOUSING ACT, SECTION 220, URBAN RENEWAL HOUSING 


We generally fuvor the amendments contained in the Senate bill 
S. 4035 to improve the financing of urban renewal sales and rental 
housing under Federal Housing Act, section 220. These would in- 
crease the mortgage amounts on sale housing and on the per room 
and per unit limitations for rental housing. Our comments with re- 
spect to cost certification under section 220 are noted above. 


FEDERAL HOUSING ACT, SECTION 221, LOW-COST HOUSING 


We agree with and support the three recommended changes in 
Federal Housing Act, section 221, proposed under section 109 of 
H. R. 11173. Also we support the changes enacted by the Senate 
for this program in S, 4035. 

In particular, I recommend to the committee approval of the amend- 
ment to provide for construction of rental housing under section 221 
by profit corporations. Under existing law such rental housing can 
only be built by nonprofit organizations and this, we believe, is a 
limiting factor holding back what could otherwise be a sizable pro- 
duction of low-cost. rental housing. I urge approval for this and the 
other amendments proposed for section 221. 


ht he 


28431—58 


to 
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CAPITAL GRANT PROGRAM 


We strongly favor a continuing, high rate of annual capital grants 
for the urban renewal program. It is our view that the expenditure 
of these Federal funds is essentially the sowing of “seed money 
which will be returned manyfold to the Federal and local governments 
in the form of increased revenues and business activities. We defer 
to Congress insofar as the specific amount and term of program are 
concerned, but we urge that the capital grant authorizations be con- 
tinued at the present or higher rate for a specific period of years in 
the future. 

We endorse the provisions of title IT of the Senate bill S. 4035 con- 
taining an improved FHA program for financing housing for elderly 
families. These amendments incorporate revisions which we feel 
will make possible a very substantial production of privately financed 
and built rental housing specifically programed for elderly families. 
As with section 221 amendments, we particuarly emphasize the need 
for making possible the construction of elde rly family projects by 
profit corporations as well as nnprofit organizations. We urge com- 
mittee approval for amendments contained in S. 4035. 

We support and urge coreaittee approval for the amendment pro- 
posed in both H, R. 11173 and S. 4035 to increase the existing purchase 
limit from $15,000 to $20,000 on the secondary market operations of 
the Federal National Mortgage Association. This limit applies to 
the principal amount of a mortgage eligible for purchase by FNMA. 

We believe this change is necessary and desirable to keep pace with 
the increase in construction costs and home prices. It will remove an 
inequity which prevents FNMA from being effectively available in 
many areas and from assisting the market for slightly higher—al- 
though still modestly—priced homes. Even with the increase, we be- 
lieve | that the overwhelming majority of offerings to FNMA will be 
in the lower brackets and that FNMA will continue to purchase most 
of its loans in capital-starved areas in which the typical mortgage is on 
a lower priced home. 

We also strongly support section 701 (b), S. 4035 which extends for 
1 year the requirement that FNMA in its Spec ial assistance program 
buy at par. The effect of an active special assistance program at par 
is currently being demonstrated. That effect would have been far 
less had FNMA been authorized to buy at 95 or 96. FNMA “special 
assistance” is intended as strong medicine in situations where drastic 
measures are required. Its tonic effect should not be diluted by a price 
lower than par. 

As the committee may recall, in 1956 we presented a series of sugges- 
tions for development of FNMA into a more comprehensive central 
mortgage reserve facility. These covered principally the strengthen- 
ing of FNMA’s Board of Directors, revision of its stock purchase re- 
quirement and authority to make temporary loans on the security of 
pledged FHA and VA mortgages. 

We urge the committee to consider again and take favorable action 
on the last of these recommendations, to provide FNMA with au- 
thority for making temporary advances on the security of Govern- 
ment-insured or guaranteed mortgages. We believe this would pro- 
vide a much greater degree of liquidity to mortgage lenders by assur- 
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ing them in advance of a reserve facility for realizing temporary 
funds on the basis of mortgages which for many reasons they may 
not wish to part with through outright sale. 

A reserve function of this kind would constitute a far-reaching addi- 
tion to the mortgage financing tools now available. Further, it is 
our conviction that in the hands of FNMA, this rediscount or lending 
authority would be persuasive in bringing into the mortgage market 
liquid funds in the hands of lenders. This would be true particularly 
for small banks outside of metropolitan areas which otherwise might 
be fearful of commiting funds to long-term investment. 

NAHB now has under way an extensive study of other aspects of 
central mortgage bank proposals, and we hope in the next session to be 
able to present to you a complete proposal for the establishment of a 
true central mortgage bank. 

There have been extensive efforts on the part of the armed services 
to provide adequate housing for their personnel through appropriated 
funds and Federal Housing Act, title VIII, Wherry and Capehart 
housing projects. However, in many military and naval installations 
there still exists a lack of adequate sale and rental housing available 
for the families of servicemen. 

To remedy this situation by production of housing in localities 
at or near military installations has been the aim of private in- 
dustry for some time. In this manner, we feel that the private pro- 
duction of housing can most effectively supplement and assist housing 
provided by military programs and at the same time become an asset 
for the communities which are concerned. Accordingly, we urge fa- 
vorable committee consideration of the following proposed amend- 
ments to FHA programs. 

Provisions in section 112 of S. 4035 as passed by the Senate would 
improve financing under the FHA mortgage insurance program for 
active-duty servicemen, section 222 of the | National Housing Act. 
First, housing built and financed under the provisions of section 
203 (1), the FHA low-cost sale housing program, would be made 
eligible for purchase by servicemen under section 222. Secondly, the 
maximum mortgage amount for section 203 (b) financed housing 
would be increased from $17,100 to $20,000 dae section 222. 

Both amendments would make the section 222 program of greater 
use to servicemen in all grades and ranks. By making low-cost hous- 
ing eligible, enlisted pe .rsonnel and noncommissioned officers will be 
benefited. By increasing the basic maximum mortgage amount, 
higher-ranking personne] will be able to make greater use of the 
program, | Tider section 222, the Defense De ~partment pays the one- 
half percent FHA insurance premium for the servicemen and the 
maximum downpayment is 5 percent. 


Also approved by the Senate in 8S, 4035 is a new program under 


title VIII of the National Housing Act. This would create a new 
section 810 program (see sec tion 602, pp. 53-60, of S. 4035) for the 
financing of single- and multi-family housing for military personnel 
or essential civilian employees to be built on or near military instal- 
lations. ‘The housing could be either sale or rental type, but would 
have to be held for rental for a period of 5 years or until released 
by the Defense Department. Extensive provisions govern the condi- 
tions under which this insurance program could be used, and fully 
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place the control of its use in the hands of the Defense Department 
and PHA. 

This new section 810 program will provide a means of financing 
housing on seed and in areas off militarry bases which cannot now 
be accomplished under existing FHA programs. We urge that the 
committee give it favorable consideration and that it be approved 
as part of this year’s housing bill. 

We objected strongly to proposals before the Senate Banking Com- 
mittee for extensive - changes in the declared policies of the act gov- 
erning public housing. We were gratified to note that these sweeping 
proposals were substanti: ally modified in the course of Senate passage 
of S. 4035 last Friday. 

In our view, a number of the remaining public housing provisions 
contained in 8. 4035, as passed, should also be deleted. For the record, 
therefore, I have attached at the end of this statement the pertinent 
portions of our Senate testimony on public housing for the consid- 
eration of this committee. 

With your permission, I would like to have it incorporated. We 
believe there is neither need nor justification for expansion of the 
Federal public-housing program as proposed in 8S. 4035. Further, we 
feel that the promotion of public housing in the manner advanced by 
the Senate committee bill, prior to passage by the Senate, would bring 
public housing into direct conflict with all of the means of building 
and financing private homes. 


HOME LOAN GUARANTY CORPORATION 


From its inception, we have supported the objective of the savings 
and loan coinsurance plan for conventional loans embodied in H. R. 
10637. Asa matter of fact, the National Association of Home Build- 
ers favors any sound plan which would increase the effectiveness of 
conventional lending. This includes some of the changes in the na- 
tional banking laws contained in bills pending before this committee. 

We firmly believe that FHA and VA financing should accompany 
and supplement a thriving, effective, conventional-mortgage, lending 
system. Conventional- mortgage loans form, by far, the largest and 
most stable portion of all mortgage lending. Also, in many areas 
builders must depend almost entirely upon conventional-mortgage 
lenders for home financing. 

The Home Loan Guaranty Corporation Act, in the form proposed in 
H. R. 10637, has seemed to us by its detailed requirements to be con- 
fined exclusively to a single class of lender, the savings and loan asso 
ciations who are members of the Federal Home Loan Bank System. 
In many parts of the country, however, builders must obtain conven- 
tional loans from a number of other types of conventional-mortgage 
lenders. 

In some areas, too, savings and loan associations have just begun to 
become a factor in local mortgage markets. For these reasons, our 
national board of directors, numbering over 500 builders, 3 times in 
the past year has conditioned our support for this plan upon its being 
made available to all types of conventional-mortgage lenders. 

Therefore, I am pleased, indeed, to be advised of the testimony pre- 
sented earlier last week to this committee by the United States Savings 
and Loan League. It is my understanding that the league has pro- 
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posed a redraft of its plan by which a means is provided for all types 
of conventional lenders to use the system of coinsurance established 
by the plan for conventional loans. With this change, I can assure 
you that the plan has our unqualified support and that we urge its 
enactment. 

We recommend to the committee, in approving this plan, that it be 
specifically provided in the proposed statute that any FH A- approved 
mortgagee is automatically eligible to participate. It is our belief also 
that any State or federally supervised lending institution should be 
able to purchase stock and participate in the operation of the new 
corporation. 

We suggest that a maximum initial subscription requirement should 
not exceed $10,000 to $15,000. Further, the amount of stock-owner- 
ship required as a condition precedent to such participation should be 
neither onerous nor unrealistic. Such requirement should be based 
only upon the dollar volume of loans guaranteed, not upon the total 
loans owned and serviced by the lender. We suggest a rate of sub- 
scription of between 1 and 3 percent. 

In short, the intention of Congress that nonmembers of the Federal 
Home Loan Bank System be admitted freely and equitably to par- 
ticipate in this proposed coinsurance program should be made crystal 
clear in the statute and in this committee’s report. We suggest use 
of directive, and not merely permissive, language to accomplish this 
objective. 

In addition to the major conditions which I have already described, 
we have a number of other recommendations with respect to the plan 
which we believe would be desirable and should form a part of the 
proposed legislation. Thus, we believe that a maximum term of 30 
years would be preferable to the 25-year limit which has been pro- 
posed. Also, it should be made clear that the ¢ ‘orporation may issue 
irrevocable written commitments to guarantee upon receipt of loan- 
insurance applications. 

The default provisions should not encourage liquidation of hold- 
ings by lenders in times of economic stress and, to avoid this, long- 
term debentures should form an integral part of the default mech- 
anism. Finally, we believe that no attempt should be made to control 
or set the interest rates on conventional mortgages insured under this 
plan beyond, perhaps, the fixing of a ceiling high enough to give free 
operation to the plan and yet keep it from being abused through 
exorbitant interest rates. 

Mr. Chairman and members of the committee, this concludes my 
statement, but I shall, of course, be glad to discuss any other item on 
which the committee would like to have the views of NAHB. I should 
like to ask permission of the committee, also, to submit any additional 
views which the association may have on matters which we have not 
had an opportunity to discuss during this testimony. Thank you 
very much for your courtesy and attention and for the opportunity 
to present the views of the home-building industry. 

Mr. Rarns. That was a very fine statement, Mr. Severin. 

Mr. Severtn. Thank you. 
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(The documents accompanying Mr. Severin’s statement are as 
follows :) 


ATTACHMENTS TO STATEMENT OF NELS G. SEVERIN, PRESIDENT, NATION AT 
ASSOCIATION OF HOME BUILDERS 


1. Economic news notes on June housing starts. 

2. Summary of May 1958 survey of the NAHB builders economic council (la- 
beled “Attachment A’’). 

3. Comparative table of required downpayments on FHA section 203 family 
homes (labeled “Attachment B’’). 

4. Comparative chart of minimum downpayment requirements under section 
203. 


5. An analysis of mortgage maturities (labeled “Attachment C” ). 
6. Proposed revision of section 210 for reenactment. 
7. Excerpt from supplemental statement filed May 23, 1958, with Subcommittee 


on Housing, Senate Banking and Currency Committee, on NAHB public-housing 
policy (labeled “Attachment D”). 


[Economic news notes of the National Association of Home Builders, July 14, 1958 


To: John M. Dickerman. 
From: Economics Department, Nathaniel H. Rogg, director; Ken Burrows, 
assistant director. 


HOUSING STARTS RATE JUMPS TO 1,090,000 IN JUNE 


The seasonally adjusted annual rate of private starts rose 8 percent between 
May and June to 1,090,000, the highest level since August 1956. Since the low 
point in March of this year (now revised to 918,000), the annual rate has risen 
172,000. During the first half of 1958, the annual rate of private starts 
averaged 984,00. 

In actual number, 115,000 nonfarm homes were put under construction in 
June, a gain of 15 percent over the same month of last year. The total for 
the current month included 10,500 public starts, of which 5,800 were Capeharts. 
These public starts were nearly double the number in June 1957 and the 
highest in over 6 years. 

Private starts numbered 104,500 in June—1i1 percent more than in the same 
month of 1957. The sharpest change from a year ago has been in FHA starts 
(excluding Capeharts) which rose to 27,900 in June—up 82 percent from a 
year ago. Conventional starts, 68,100, were 3 percent above last June, while 
starts under VA inspection, 8,500, were still 35 percent below a year ago in 
spite of recent increases. 

At the halfway mark in 1958, two things stand out in the starts figures. 
First, there has been little change in overall volume compared to a year ago. 
Total starts of 530,400 so far this year are up 3 percent from the first half 
of 1957, while private starts for the period are up 2 percent. Second—and 
more encouraging—the industry is entering the second half of 1958 with a 
strong uptrend evident in FHA and VA activity in contrast to the rapid decline 
which was taking place at this time in 1957. Virtually all of the recent gain 
in the starts rate has been in the FHA-VA segment, and the even sharper rise 
in applications and appraisal requests indicate further increases in starts under 
these programs in the months ahead. 
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FHA APPLICATIONS CONTINUE HIGH 


New homes in FHA applications numbered 33,400 in June, 3 percent less 
than in the preceding month. However, this was less than the usual May-to- 
June dip so that on a seasonally adjusted basis, the annual rate of these 
applications rose slightly to 362,000 from 357,000 in May. Existing home appli- 
cations continued their sharp rise, reaching an alltime high of 57,200 in June— 
129 percent more than in the same month of last year. New project mortgage 
applications covered 11,200 units in the latest month, a gain of 14 percent over 
May and 81 percent above a year ago. 

VA received appraisal requests for 28,400 proposed homes during June— 
more than double the year-ago level. Although the June total was 3 percent 
less than in May (the same dip as in FHA new home applications), the sea- 
sonally adjusted annual rate held at about 300,000. 





| 
| Number | Percent | Percent change from 
| change, | year ago 
Item s. Se eet i 
| May 1958 | 
June 6 months | | June | 6 months 
| | 
— ° . - — —— a — I aE “| eee 
Total starts_. 115, 000 530, 400 | +10 | +15 |} +3 
Private ‘ 104, 500 494, 400 | +-7 | +11 | +2 
Public 10, 500 36, 000 | +50 +94 +27 
Private starts, seasonally adjusted at an- | | 
nual rate ; , 1, 090, 000 | +8 +10 | 
FHA starts__- Fencin js 27, 900 117, 700 | +8 | +82 | +67 
VA starts ; pwn &, 500 29, 300 +42 | —35 —59 
Conventional starts a 68, 100 347, 400 | +3 | +3 | +1 
Proposed units | 
All FHA applications_..-_-. a 44,672 | 209, 798 | +1 +96 | +60 
Home applications. ...........-.-.-.. 33, 427 162, 509 | —3 | +101 | +82 
Project applications ¥ cena 11, 245 47, 289 | +14 | +81 | +14 
VA appraisal requests. Pigs berieaa 28, 391 | 101, 320 | 
i ' 


—3 | +107 | —6 


[Attachment A] 
SUMMARY OF THE May 1958 Survey or THE NAHB Economic CouNcIL 


Approximately 450 builders, members of the NAHB economic council, have 
just reported on their plans and the outlook for home building in their com- 
munities. This survey, the fourth in a series, covered every size and type of 
home building operation in every part of the country. 

Most of the reporting builders are optimistic. Three builders out of every 
five expect housing starts in their communities this year to exceed last year. 
Another 25 percent expect no change from 1957 while only 16 percent foresee a 
decline. Typically, they forecast that housing starts in their communities during 
1958 would top last year by 10 percent. 

The reporting builders were even more optimistic about their own operations. 
Better than 7 builders in 10 plan to build more this year than in 1957, while 1 in 
10 expects no change and 2 in 10 plan to cut back. Altogether, the reporting 
builders started 28,000 new homes last year, plan to build 38,000 this year—an 
increase of a little better than one-third. The sharpest gains will be in the 
brackets below $15,000. 

Three-fourths say that the market for new homes at present is the same or 
better than it was at this time last year, and two-thirds look for further im- 
provement over the next 6 months. The strongest market pressure is in the 
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lower priced brackets; 58 percent say that the market for low-price homes is 
better than a year ago, 34 percent say this of the market for middle-priced homes, 
and 21 percent say this of the market for high-priced homes. 

One of the most important findings of the survey is that the trend toward 
higher price brackets which has prevailed for the past several years appears to 
have been halted. In their own operations, the builders plan an increase in 
housing starts in every price bracket, but the sharpest gains are in moderate- 
priced homes. As a result, the median sales price this year—$14,350—is some- 
what lower than the 1957 median of $14,950. This reduction is the result of 
changes in design rather than lower costs to the builder. In fact, the majority 
of builders report that materials prices, labor costs and land costs are the same 
or higher than they were a year ago. Financing costs, however, have come down. 
While builders are shifting to lower priced brackets, the typical new home this 
year will be larger than in 1957, since 39 percent plan to increase floor area in 
their typical 1958 model against 16 percent who are planning to build a smaller 
home. (The remaining 45 percent plan no change in size.) 

Reflecting rapid changes in mortgage money and consumer demand, and the 
new housing legislation, 3 out of every 5 builders have changed their plans since 
the beginning of this year. Four-fifths of those who have revised their planned 
number of starts have raised their sights, though about 1 in 5 now expects to 
build fewer units than he had thought on January 1. Of those who have 
changed to a different price bracket, nearly three-fifths have shifted to a lower 


bracket. 
[Attachment B] 


Comparative table of required downpayments on FHA section 208 family homes, 
May 1958 


Existing Existing 
Existing law with | Proposed Existing law with | Proposed 
FHA value | law | $30,000 | schedule? FHA value law $30,000 schedule ? 

maximum | maximum | 

mortgage mortgage 
$10,000 _- | $300 $300 | $300 || $24,000_ $4, 000 $3, 180 $2, 055 
$13,500___- 405 | 405 | 405 || $25,000 5,000 3, 480 | 2, 305 
$14,000. 480 | 480 455 || $26,000 6, 000 3, 780 | 2, 555 
$15,000 630 | 630 | 555 || $27,000 7, 000 4,080 | 2, 805 
$16,000_ 7380 780 | 655 || $28,000 8, 000 4, 380 3, 055 
$17,000 1,080 | 1,080 | 755 || $29,000 9, 000 4, 680 3, 305 
$18,000 1, 380 | 1, 380 | 855 || $30,000 10, 000 4, 980 3, 555 
$19,000__ _- | 1, 680 1, 680 | 955 $31,000 11, 000 5, 280 3, 805 
$20,000 = 1, 980 1,980 | 1,055 || $32,000 12, 000 5, 580 4,055 
$21,000 7 2, 280 | 2, 230 1, 305 $33,000 13, 000 5, 880 4, 305 
$22,000. _- 2, 580 2, 580 1, 555 || $34,000 14, 000 6, 180 | 4, 555 
$23,000___..__| 3,000 | 2, 880 | 1,805 || $35,000 15, 000 6, 480 5, 000 


: 1958 Emergency Housing Act: 3 percent of first $13,500 of value; plus 15 percent of the next $2,500; plus 
30 percent of the excess above $16,000. Maximum mortgage, $20,000. 

23 percent of $13,500; plus 10 percent of next $6,500 of value; plus 25 percent of excess over $20,000. Max- 
imum mortgage, $30,000. 
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COMPARATIVE CHART 
MINIMUM DOWN PAYMENT REQUIREMENTS UNDER 


Minimum Down Paymen—————_———___ Minimum Down Pay- 
Required ment Required 


$16, 000 








14,000 -———__—_—_—_—____—_—_—_— 14, 000 
12,000 12, 000 
10,000 10, 000 
8,000 8, 000 
6, 000 6, 000 
1958 
Housing Act of Emergency 
4,000 F 1954 Housing - 4,000 
Act NAHB 
Proposed 
Schedule 
2.000 2, 000 
U 0 


ao 


FHA VALUATIONS (In Thousands) 


Note: Schedule provided for in Housing Act of 1957 not shown. 
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[Attachment C] 
AN ANALYSIS OF MORTGAGE MATURITIES 


The contract term of a mortgage is an important determinant of the amount 
of monthly payments and hence the size of the mortgage for which a given bor- 
rower can qualify. It also has an important effect on the interest cost of the 
loan. Moreover, in conjunction with changes in the value of the home, it deter- 
mines the rate at which the buyer will build up equity. However, the available 
evidence suggests that the contract term of a loan has little to do with the actual 
life of the mortgage. These four points are discussed in this study which sets 
forth the salient facts and considerations on mortgage maturities and, in par- 
ticular, a comparison of the 40-year mortgage with those of shorter terms. 


MONTHLY PAYMENTS 


As the contract term of a mortgage is extended, the monthly payments decline, 
but at a declining rate. Thus, doubling the maturity from 10 to 20 years cuts 
the monthly payment on principal and interest by about 37 percent; doubling the 
term from 20 to 40 years cuts the payment about 26 percent. At the end of 
the scale, stretching the term from 30 to 40 years would lower the monthly 
payment by 9 percent. This is shown graphically in chart No. 1. 

Of course, the other parts of housing expense (taxes, heat, utilities, upkeep) 
would not be changed so that the reduction in total housing expense for mortgage- 
lending purposes would be proportionately less. 

The assumed expansion of the mortgage term from 25 years to 40 years has the 
same effect on the monthly payment as a reduction of 1° percent in the interest 
rate. Similarly, stretching the term from 30 years to 40 years would be equiva- 
lent to cutting the interest rate by nearly 1 percent. 

As an example (using approximate figures), the typical FHA new-home buyer 
in 1956 bought a home with an $11,000 mortgage carrying a 25-year term making 
monthly payments to principal, interest (41% percent) and FHA premium of 
about $64.30. Adding in taxes and insurance, his total monthly payment was 
about $81.70 and his full monthly housing expense as estimated by FHA was 
$104.60. Had this hypothetical buyer obtained a 40-year loan, his payment to 
principal, interest, and FHA premium would have been cut to only $53.05—a 
reduction of $11.25 or 17 percent. His total monthly payment would now be 
$70.45, a reduction of 14 percent, and his total monthly housing expense would 
be $93.35, a reduction of 8 percent. On these mechanical considerations alone, 
the reduction of $11.25 in the monthly payment would have made it possible for 
the borrower to have qualified for an additional mortgage amount of more than 
$2,000. 


Vonthly payments per $1,000 mortgage amount at selected maturities and 
interest rates 


Interest rate 
Maturity (years 


415 percent | 434 percent 5 percent | 544 percent | 544 percent | 534 percent 
10 $10. 37 $10. 49 } $10. 61 $10. 73 $10. 86 $10. OR 
15 7. 65 7. 78 7.91 8. 04 8.18 8. 31 
20 6. 33 6.47 6. 60 6. 74 6. 88 7. 08 
25 5. 56 5. 71 5.85 6. 00 6.15 6. 30 
30 5. O07 5, 22 5. 37 5. 53 5. 68 5. 84 
35 4.74 4. 89 5. O85 5. 21 5. 38 5. 54 
40) 4 50 1 66 4&3 4.99 5.16 5. 33 
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INTEREST COSTS 


A given increase in the mortgage term produces a more than proportionate 
rise in the total interest cost of a loan if the loan is carried through to maturity. 
Doubling the maturity of a 5144 percent loan from 20 years to 40 years raises the 
total amount of interest paid per $1,000 of principal from $617 to $1,395—an 
increase of 126 percent. As chart 1 shows, successive extensions of the mortgage 
term have less and less impact on the monthly payment, but an undiminished 
impact on the total interest cost. Thus, an increase in mortgage term from 
30 years to 40 years cuts the monthly payment by 9 percent but increases the 
total interest cost through maturity by 40 percent. 

However, there are very important qualifications to this: 

1. If the loan is retired prior to maturity—as the vast majority are—the 
increase in interest cost is lessened. For example, if retired in 10 years, the 
interest cost on a 40-year mortgage is only 4 percent more than if the loan had 
originally been made for 30 years. Similarly, if the mortgage is retired at the 
end of 15 years, the interest cost is only 8 percent greater on the 40-year mortgage; 

2. Even if the purchaser had paid all cash for the home, he would be incurring 
a hidden interest cost since deposit in a savings account (instead of investment 
in the home} would have produced an interest return to him. 





Total interest paid ifloan is retired in Amount repaid to principal in 
Origin ontract term ee ‘ . > = - ee ae S a at 
| | | 
10 15 20 25 30 40 10 15 20 |.2 | © | 4 
years | years | years | years | years | years | years | years| years | years | years | years 
in : . sl amide allies 


$650 |$1,000 {$1,000 |$1,000 | $1, 000 








ee | $414 | $538 | $584 | $584 | $584 
25 441 603 712 755 | 755 | f 450 , 692 | 1,000 1,000 | 1,000 
30... -| 457] 645 | 794 | 804] 933 | 933} 187] 322| 495] 717] 1,000] 1,000 
_ ae 178 604 890 {1,059 |1, 194 /1,318 102 | 175 269 390 545 | 1,000 


| 
| 


LIFE EXPECTANCY OF HOME MORTGAGES 


In recent years, the overwhelming majority of mortgages have been retired 
prior to maturity. While there are no data which contrast the life expectancy 
of mortgages of different terms (FHA now has such a study in process) it 
is clear that the actual life expectancy is substantially less than the contract 
term. 

The typical life of an FHA-insured home mortgage has been 8% years. This 
is based on an analysis of the more than 38 million home loans made under 
section 203 during the first 20 years of FHA experience (through 1955) and 
includes loans of all maturities. In recent years, the turnover in home loans 
has been below the rate in the mid-1940’s so that the median life expectancy 
has risen somewhat. (Date through 1950 showed a median life of 74% years.) 
This may be due in part to the shift to higher price brackets in which the turn- 
over rate appears to be less than in lower-priced homes. However, past experi- 
ence has been that out of a typical group of 100,000 loans : 


Ay tiie Ga OF OC FOR. ow ence newmmne _._._. 30,000 have been retired 
At the end of 10 years_________-_~- hike ___.__... 68,000 have been retired 
At the end of 15 years_____-~- dS ee eee _.._. 85,000 have been retired 


Only about 2,600 loans survive to the end of the 20th year. Of the total 
retirements through the end of the 20th year, 94 percent have been prepaid. 
Of the balance, one-half of 1 percent have been foreclosed and only 5 percent 
have gone through to maturity. 
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Monthly payments and total amount paid per $1,000 of mortgage amount at 
5% percent at maturities of 2 to 40 years 


Monthly Total amount 
payment paid 
$50 $2500 


40 2000 








h 


Total amount 
canal paid ———t_ 15000 
(through maturity ) 


1000 


e: § 10 15 20 25 30 35 Oo 


¥ Mont l nou } Monthly 
} j t 

2 $4 ys $1. 056 18 $7.17 14 
3 ( OS 19 6.9. z 
4 23. 14 1, 111 1) 6. 74 fl 
5. ik. 9 139 21 6. 56 
6 6. 22 1, 168 22 40 ss 
7 4.2 1, 197 23 6. 25 724 
8 2. 78 1, 227 24 6.12 761 
9. 1. 64 7 25 9 798 
10 10. 73 1,288 || 26 88 1,83 
11 99 1,319 27 78 s 
12 9. 38 1, 350 28 5, 69 1,91] 
13 & 86 1, 382 29 5. 60 1,950 
14 &. 42 }, 414 a0) 52 ss 
15 &. 04 1, 447 32 38 2, UF 
16 7.71 1, 480 i) 21 2, 187 
17 7.42 1,514 40 1. 99 2, S95 
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Percent of original mortgage amount outstanding at ages of 5 years or more 
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PROPOSED REVISION OF SECTION 210 FoR REENACTMENT 


ADDITIONAL HOUSING INSURANCE 


Sec. 210. (a) In addition to mortgages insured under sections 203 and 207 
the Administrator is authorized to insure mortgages as defined in section 207 
(a) (1), including advances on such mortgages during construction, covering 
property upon which there is located or upon which there is to be constructed 
one or more multifamily dwellings or a group of not more than twelve single- 
family dwellings: Provided, That the property shall have been approved for 
mortgage insurance prior to the beginning of construction. 

(b) To be eligible for insurance under this section a mortgage shall 

(1) Involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Administrator shall approve) 
in an amount in excess of $30,000 but not in excess of $800,000 and not in 
excess of 95 per centum of the amount which the Administrator estimates 
will be the value of the property when the proposed improvements are com 
pleted, and such part thereof as may be attributable to dwelling use shall 
not exceed $2,700 per room. 

(2) Have a maturity satisfactory to the Administrator, but not to exceed 
forty years and contain complete amortization provisions satisfactory to 
the Administrator. 

(3) Bear interest (exclusive of premium charges for insurance) at not 
to exceed 5 per centum per annum on the amount of the principal obligation 
outstanding at any time. 

(4) Contain such terms, conditions, and provisions with respect to ad- 
vances during construction, assurance of completion, recognition of equi- 
table rights of contract purchasers in good standing, release of part of the 
mortgaged premises from the lien of the mortgage, insurance, repairs, 
alterations, payment of taxes, default and management reserves, delinquency 
charges, foreclosure proceedings, anticipation of maturity, additional and 
secondary liens, and other matters as the Administrator may in his discre 
tion prescribe. 

[Attachment D] 
EXxceRPT FROM SUPPLEMENTAL STATEMENT FILED MAy 23, 1958, WitH SuBpcoMMI1! 
rEE ON HOUSING OF THE BANKING AND CURRENCY COMMITTER, UNITED STATES 

SENATE 


B. Public housing policy —We object strongly to the proposals for basic 
changes in the public housing policies of the United States as set forth under 
section 301 of title III in the committee print. It is the evident purpose of these 
proposals together with other provisions under title III of the committee print 
to promote the planning and construction of public housing in smaller projects ana 
units so as to resemble as closely as possible privately owned housing. Par- 
ticularly it would appear that these changes in policy are designed to promote 
the planning and construction of public housing for smaller communities or sub 
urban areas away from the heart of large metropolitan centers. 

Here, certainly, the promotion of public housing is in direct conflict with all of 
the other means of constructing and building private homes through private en 
terprise, for private occupancy and ownership and in accordance with prevailing 
neighborhood and community living standards and patterns. Controversy has 
always centered upon the construction of new, large scale, low rental projects in 
the midst of slum areas of our larger cities and as part of an urban renewal pro- 
gram. But there is every reason to believe from experience and historical fact 
that low rental accommodations for homeownership are readily obtainable and 
provided by private enterprise in suburban areas and in the moderate smaller 
sized communities of the Nation. The attempt by proponents of public housing 
to direct this program into these areas is undeniably an attempt to make public 
housing an end in itself to accomplish or impose social purposes having little to 
do with the asserted objectives of the original public housing programs of 1937 
and 1949. 

Further, we believe that for the first time in many years the Federal Public 
Housing Administration has begun to administer its programs in such a way as 
to provide the Federal Government with those protections and controls which 
are demonstrably needed in dealing with many local housing authorities. The 
shocking mismanagement which in recent years has been exposed by the public 
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press more than warrants the careful scrutiny now given to Federal relations 
and contracts with local housing authorities. No sound reasons have yet been 
provided, beyond bare and bold assertions, for vesting local public housing au- 
thorities with full responsibility for establishing rents and eligibility require- 
ments, for preparation of budgets and control of expenditures and for permitting 
families beyond low-income limits to remain in public housing. Indeed, quite 
the reverse is the case. There is every reason to insist that the Federal Public 
Housing Administration pay even closer attention to the requirements of sound 
administration and control over local housing authorities. Recent news stories, 
some of which are attached to this statement, more than support this view. 

C. New public housing programs.—tThere is neither need nor justification for 
continuance of the Federal public housing programs by addition of new au- 
thorization for 35,000 units as proposed under section 306 of the committee print. 
We object strongly to the continuance of authorization for public housing and 
the addition of this new program as set forth in section 306. Local public hous- 
ing authorities throughout the country are frantically searching for means to 
continue their programs in the face of rising incomes and aroused community 
objections to new public housing projects. This is demonstrated by the failure of 
local authorities to take up the authorizations enacted by Congress over the past 
2 years. Certainly a Federal program which meets with such strong lecal and 
nationwide opposition and which carries with it a continuing high Federal obli- 
gation for many years should not now again be extended. 


[Reprinted by special permission from the Wall Street Journal, Thursday, April 10, 1958] 


TAXPAYERS’ TENANTS—PROBLEM FAMILIES HIKE PuBLIC HovusINnG UPKEEP, 
THREATEN NEw SLUMS 


RENT DELINQUENCIES HARASS HAMTRAMCK; UNION RULES, VANDALS LIFT CHICAGO 
COSTS 


ALCOHOLICS AND UNWED MOTHERS 


By Ray Vicker 
Staff reporter of the Wall Street Journal 


Cuicaco.—At the 15-story Governor Henry Horner tax-supported public hous 
ing project here, the windows open outward and upward like awnings. A favorite 
competitive sport of high-spirited lads on warm days is “atom bombing.” You 
drop a pop bottle from the top floor, then count the number of windows it goes 
through on the way down. 

In Toledo, Ohio, soaring maintenance costs threaten the solvency of public 
housing. High rental delinquencies form the central theme of one critical report 
on the program in Hamtramck, Mich. In Cincinnati public housing folk are 
seeking to discourage baby production by unmarried females living in tax- 
supported apartments and collecting bigger welfare benefit checks for each new 
child. 

Public housing’s difficulties with “problem families’”—welfare and police cases, 
alcoholics, the chronically unemployed and such—are widespread. These 
troubles boost maintenance costs, threaten to make slums of new projects and 
are hiking the project managers’ load in a job which may not be easy under 
the best of circumstances. 


Closer checks 


The Public Housing Administration, the Federal agency which funnels public 
housing subsidies through about 900 local housing authorities scattered around 
the Nation, now is making closer checks of management practices of these local 
authorities. PHA wants to be sure taxpayers get their money's worth for the 
S473 million the Federal Government already has invested in public housing 
through the subsidy payments. 








HOUSING ACT OF 1958 505 


Chicago, Toledo, Hamtramek, Rockford, Ill., and Zanesville, Ohio, are only 
a few of the communities where such studies have been made. Currently, other 
management reviews are under way at Minneapolis, St. Paul, Cincinnati, and 
various other places. 

In Chicago 22 public housing projects are Federally supported to the tune 
of $3.9 million annually. At least $1 million a year is spent to cover waste, union 
featherbedding, mismanagement and tenant vandalism, says PHA’s Chicago 
regional office in one such review. 

In Washington, Abner D. Silverman, Assistant PHA Commissioner for Manage- 
ment, says nearly 200 management reviews have been made during fiscal 1958. 
He explains that in 1957 PHA launched a comprehensive audit and analysis pro- 
gram, with every local housing authority due to get such a review once every 5% 
years. He adds: “The recent study of the Chicago Housing Authority is an 
example of this new type of review and analysis. It is not an investigation but 
an overall administrative management analysis and study designed to permit 
PHA to discharge its responsibilities under the law in a fashion that will prove 
most helpful to the local housing authority.” 

Depression measure 

Public housing was first spawned in 1937 as a depression make-work measure. 
A subsidiary aim was to provide rental assistance to families in the lowest income 
group. City planners subsequently saw it as a slum-clearance weapon. 

Social planners saw it as a sociological conveyor belt. Low-income, poorly edu- 
cated tenants—usually former slum dwellers—would come into a project paying 
minimum rentals. They would have roomier, lighter, cleaner, better ventilated 
apartments and would raise their own moral and cleanliness standards to match, 
the theory went. Incomes would rise until families exceeded the maximum 
allowed in a project. Rehabilitated families would move to new homes of their 
own. This would permit more low-income families to be attracted at the base 
to start the process over again. Good housing was supposed to reduce juvenile 
delinquency and crime, promote stable family life, and encourage an overall higher 
standard of living. 

The social planners who subscribed to these theories went awry in figuring that 
good housing automatically stimulates problem families into rising above their 
previous environment, public housing officials now admit. 

“Problem families merely re-create their old environment at the new site,” says 
one midwestern housing man. Growing cynical, he adds: “It isn’t buildings that 
make slums. It’s people. Move those people from a slum to a new housing 
project and they'll create a new slum.” 


Mustering evidence 


Considerable evidence can be mustered to show that, far from stimulating 
people to rise above sordid environments, public housing may discourage many 
from trying to better themselves incomewise. They prefer subsidized housing to 
being forced to move elsewhere if their income rises. 

Under the Federal program, PHA underwrites loans of local authorities which 
build and operate projects. PHA then assists communities in paying off the 
debt through annual subsidies. Communities handle maintenance and operating 
costs from the rents they collect. 

Today this depression baby has grown into a sprawling giant. Over 1.7 
million people now live in more than 425,000 federally aided low-rental units 
operated by various localities. Some localities add units of their own with 
State and city money exclusively, raising the total number of people now living 
in public housing to around 2.4 million. 

This year 35,000 more federally aided units are planned. And once again a 
recession is being cited as a reason for building public housing on a broad seale. 

“There is every justification for low-rent public housing to represent 10 per- 
cent of annual housing-unit production on a ‘continuing program’ basis,” says 
the National Association of Housing and Redevelopment Officials. an organiza- 
tion of State and local officials headquartered in Chicago. Such a figure would 
mean construction of 90,000 to 100,000 units annually. 

Flurry of interest 

There are now over 900 public-housing authorities serving 1,225 communities, 
up from only 265 communities served in 1949. 

Recently there has been a further flurry of interest in public housing on the 
part of communities, say housing officials. 


28451 5S 30 
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“There are five localities in the Chicago region for which applications for new 
housing have been made since September 30, 1957,” says Brice Martin, assistant 
to the regional director for the Chicago region of PHA. “In addition, there 
are 27 localities that have evinced an interest in getting housing.” 

The 10-State Chicago region now has 96 authorities engaged in public housing. 

There is no doubt, though, that many a city is having trouble managing the 
public housing it already has. 

Authorities blame a lot of their troubles on the fact that public housing at 
tracts a high percentage of broken families, families with big broods of children 
by nameless fathers, other welfare cases and shiftless characters who prefer 
unemployment to work as long as Government agencies provide handouts. 

“We are becoming caretakers for problem families,” moans one public housing 
official in Chicago. “Changes must be made in the setup of public housing if it 
is to survive.” 

There are, of course, many hard-working, earnest low-income families in pub 
lic-housing projects besides the problem cases. But housing authorities note 
many of the former sour on their less respectable neighbors and move elsewhere. 
The problem families then tend to take over, threatening to make slums of the 
housing developments. 

Valadjusted families 

Visit some of Chicago’s housing projects and you see what a problem these 
maladjusted families can be. 

At Grace Abbott Homes, southwest of Chicago's Loop, rags are stuffed into one 
broken window of a 15-story building. Steel doors bar some entrances, for any- 
thing less strong might be kicked in by rambunctious tenants. Children are 
playing with automatic elevators, so you walk up several flights of stairs, noting 
how some hall windows are sealed up to prevent glass breakage. Light bulbs 
are frequently missing, while the jagged pieces of one broken bulb still remain in 
one hall socket. 

Cockroaches scurry along the floor. On upper floors there is an odor of urine. 
One tenant complains bitterly that her children can’t reach bathrooms in time 
when playing downstairs because elevators usually are undergoing repairs or 
occupied. 

Fire hydrant caps and hydrant control caps frequently are missing. Brass 
caps, worth $8 each, are stolen for sale to junkmen as scrap, explains one PHA 
official later. 

Such conditions are underscored in a six-volume report of Chicago Housing 
Authority operations released recently by PHA. 

“Vermin infestation is practically universal,” says the report. “With some 
notable exceptions, tenant cooperation in maintenance is most lacking.” 

In one apartment building of recent vintage, cockroaches are so thick that they 
are clogging motors of tenant refrigerators, says the PHA report. One investi- 
gator tells of seeing bedbugs crawling on walls of the model apartment used as 
a demonstrator at Stateway Gardens development. 


Control buttons 

Consideration is being given to bolting steel plates over the button controls of 
automatic elevators. Holes would be drilled so that “each control button can be 
pushed with a finger through a hole but the buttons cannot be damaged since 
they will be protected by the steel plates,” says a PHA recommendation. Rowdy 
tenants now use hammers to knock off the buttons. Vandalism and tenant dam- 
ages are costing CHA at least $150,000 a year, says PHA. 

Release of the report is resulting in a rash of activity in public-housing proj- 
ects in Chicago. “Many of the suggested improvements already have been 
made,” says Alvin E. Rose, executive director of the CHA. 

Sheer size of some of the public housing authorities in large cities poses a 
management problem. The New York City Housing Authority, swelled by city 
and State as well as Federal projects, now is a $1.1 billion empire consisting of 
82 public-housing developments. Many of them are cities in themselves. Chi- 
cago values the land, plant, and equipment of its public housing at $190 million. 

In projects of such size, management’s right arm may not know what the left 
arm is doing. This situation is ideal for strong labor unions to run up operating 
and maintenance costs through featherbedding and restrictive practices. 


Labor practices 
When PHA dug into this situation at Chicago, it uncovered a long list of prac- 
tices, including : 
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Painters wash all painted wall surfaces while janitors wash only the tile, even 
though both surfaces are side by side. 

A carpenter must be used to replace a screw in a bracket. 

An electrician must be called to plug in a new refrigerator in an apartment. 

Removal of a hot water heater requires a plumber to disconnect the cold 
water pipe and a pipefitter to disconnect the hot water pipe. 

Glaziers install 6.5 window panes per day, though in Detroit glaziers handle 
18 panes per day. 

Thirteen janitors are employed 8 hours a day each in 1 project though time 
studies show 5 janitors could handle all the work on a 4-hour day. 

In some instances, electricians are used to replace light bulbs. 


A “minor” repair 

The sequence of operations in making minor plaster repairs to a wall behind 
the kitchen range is this: 

Inspection by the head janitor and preparation of work orders. 

The janitor sweeps out and removes debris. 

Inspection by plasterer to determine plastering work. 

Inspection by painter foreman to determine extent of painting. 

A visit by a pipefitter to disconnect the range. 

The janitor moves the range out of the way. 

The plasterer and a helper repair the wall. 

A painter washes and paints the wall. 

The janitor moves the range into place. 

The pipefitter reconnects the range. 

Janitor cleans up. 

Chicago’s public housing problems may be worse than average. Yet the city’s 
difficulties illustrate the situations now facing many authorities in other cities. 

Pointing in the direction of the LeClaire Courts housing project which iron- 
ically is almost in the backyard of his real-estate agency, Ralph Finitzo, be- 
spectacled and graying Chicago home builder, says: ‘“That’s the biggest slum in 
this whole area and it is only a few years old.” 

Newspapers and tin cans 

Slipping behind the wheel of his 1957 Buick sedan, he drives through the 
project. Newspapers blow across a lawn. Rusty tin cans lay beside one front 
door. Buta new coat of paint lends a bright touch to the two-story apartments 
built with monotonous regularity on the site. 

“We took so many photographs of this place to show people how a new slum 
was created that the Chicago Housing Authority got tired of it,” says Mr. 
Finitzo, past chairman of the National Association of Home Builders’ Public 
Housing Committee. “Recently CHA sent a crew of painters down here and 
slapped fresh paint on the buildings.”’ 

In another Chicago public housing project, an unmarried woman with 4 chil- 
dren by 4 different men lives in a tax-supported apartment while drawing aid- 
to-dependent-children checks from the welfare department. 

A Chicago social worker expresses surprise when queried about that case: 
“Such cases are so common I don’t know why you are asking about this one,” 
she said. ‘Then she tells of another woman with an even larger family of chil- 
dren by different fathers. 

“There are 6 or 7 children, 'm not sure which without checking records,” 
Says this social worker. “Now the eldest girl in the family is pregnant, too, 
father unknown.” 

The CHA claims it seeks to” discourage illegitimacy in public housing projects. 
Says a spokesman: “When a women with children applies for housing she is 
given a form to fill out. On this she must list her children and their fathers. 
If there is more than one father she may not be admitted. However, if it ap- 
pears that the pattern has been stopped, she may be admitted. She will be 
evicted automatically should that pattern be resumed again.” 

In Cincinnati the Metropolitan Housing Authority allows a mother with ille- 
gitimate children to enter housing. But it takes a count of the children and has 
mothers sign a statement that if another child pops up without a marriage 
license the family will be subject to eviction. 
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“Interfering with their rights” 

“When we first launched this program there were some complaints from 
women that we were interfering with their rights,” says Harry L. Reece, execu- 
tive director of the CHA. 

Problem families not only hike maintenance costs, they may cut revenue. The 
theory of public housing is predicated on having a spread of tenants in various 
income brackets, with those in the higher brackets carrying more of a load than 
those in lower brackets. If you earn more, you pay more. If you earn more 
than the top limit, you move. 

Thus, in Chicago, the minimum rent is $31 a month for the family with an 
income of $1,705 a year or less while the maximum rent is $96 a month for the 
seven-person family earning $5,750 a year. To enter a project, the 1- or 2-person 
family must earn no more than $3,600 while larger families must earn no more 
than $3,800. 

But the housing authority finds that problem families are more heavily con- 
centrated at the low end of the income scale. Once in a project they may not 
try to increase incomes, yet they cling to subsidized apartments harder than 
the diligent families. 

Upsetting the theory 

Today, 50 percent of tenants in Chicago’s projects are paying minimum rents. 
This upsets the cross sectional rent-paying theory. There aren’t enough renters 
at the upper end of the scale for total rents to carry the operations load. 

“The current financial picture of the CHA operations holds the threat of 
insolvency,” warns PHA in its management review of Chicago projects. It urges 
that “selection of tenants be made from an income grade which will provide 
tenant families of such incomes which will help to achieve and maintain a 
representative cross section of low-income families and produce more revenue.” 

A deficit of nearly $500,000 is estimated for CHA in the current fiscal year, a 
figure which will rise to $1.2 million in fiscal 1960 if steps are not taken to 
correct difficulties, says PHA. 


[Reprinted by special permission from the New York Times, Wednesday, March 26, 1958] 
“SHooK’ YOUNGSTERS SPRING FROM THE HOUSING JUNGLES 


(This is the third of seven articles on the city’s school students and their 
backgrounds and delinquency problems ) 


By Harrison E. Salisbury 


Most visitors to the Fort Greene Houses in Brooklyn prefer to walk up 3 or 4 
flights instead of taking the elevator. They choose the steep, cold staircases 
rather than face the stench of stale urine that pervades the elevators. Nowhere 
this side of Moscow are you likely to find public housing so closely duplicating 
the squalor it was designed to supplant. 

The Fort Greene project houses more than 3,400 families. It is described as 
the world’s largest public housing project. It is also described as a $20 million 
slum. The epithet is a fitting one. 

In recent years two slayings have occurred on Fort Greene’s doorstep—the 
stomping to death of an adolescent gang member and the fatal knifing of a 
sailor by teen-agers. 

Low-rent public housing projects, the dreadful 100-year-old tenements of the 
lower East Side, the brownstone barrens of the upper West Side, and the slum 
jungles of East Harlem are prime breeding places of the stresses, the strains that 
produce New York’s “shook-up” generation. 


ALL SOCIETY AFFECTED 


These are the areas of constant population shifts and currents. 

Into these areas have poured a heavy percentage of the more than 300,000 
Puerto Ricans who have emigrated here in the last 7 years. Into these areas have 
gone many of the 300,000 Negroes who have settled in the city in the same period. 
Here are to be found displaced and shifting white ethnic groups. 

Vast sums of public funds and enormous social energy are being mustered to 
combat the degenerative effects of this corrupt and rotten environment upon 
adolescents. 
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“Shook-up,” or disturbed, youngsters are to be found in all strata of society. 
They come from well-to-do areas and middle-class homes as well as from the 
ragged barracks of the poor. 

But the heavy concentrations are found in areas of deprivation. Here the 
worst gang phenomena are found—the communicable conduct patterns that 
poison the educational system and infect many other institutions, private and 
publie. 

Many New Yorkers have the comfortable feeling that slums are a thing of 
the past. They whiz down the Franklin D. Roosevelt (East River) Drive and 
gaze at the phalanxes of new structures. They congratulate themselves upon 
the elimination of squalid surroundings against which Jacob Riis labored a 
lifetime. 

They spin along Gowanus Parkway and admire the neat rectangular buildings 
of Red Hook houses. From the windows of the New York Central and New 
Haven commuting trains they marvel at the new brick towers that fringe the 
litter of Kast Harlem’s tenements. 

What they do not know until their nostrils ferret out Fort Greene’s fetid story 
or until they see the inside of some apartments at Marcy Houses or St. Nicholas 
Houses is that in only too many instances the slums have merely been institu 
tionalized. 

The slums have been shut up within new brick and steel. The horror and 
deprivation have been immured behind those cold new walls. 

The new tenants have not been prepared to live in their flats, nor have the 
neighborhoods been prepared to receive the new people. Chaos, conflict, con 
fusion have inevitably resulted. 


NEW EVILS CREATED 


In a well-intended effort to solve one social ill the community succeeded in 
intensifying other evils and in creating new ones. 

Admission to low-rent housing projects basically is controlled by income levels. 
Thus, these monstrous aggregates in which 1 family out of 20 in New York City 
now lives have tended to become new-style ghettos. Segregation is imposed not 
by religion or color but by the sharp knife of income or lack of income. 

What this does to the social fabric of the community must be witnessed to be 
appreciated. 

The able, rising families are constantly driven out as their incomes cross the 
ceiling figures. At the intake end the economic and social levels tend to drop 
lower and lower as inflation waters down the fixed-income levels. In some 
housing projects a majority of families are on relief. 

At Red Hook Houses relief causes constitute about 25 percent of the 2,900 fam- 
ilies in the project. 

By screening applicants for low-rent apartments to eliminate those with even 
modest wages the new community is badly handicapped. It is deprived of the 
normal quota of human talents needed for self-organization, self-discipline, and 
self-improvement. A human catchpool is formed that breeds social ills and 
requires endless outside assistance. 

Indeed, the trouble starts long before. 


DICKENS’ WORDS RECALLED 


If you examine an old slum area on the lower East Side you will see the kind of 
housing conditions about which Charles Dickens wrote in his American notes more 
than 100 years ago: 

“What place is this to which the squalid street conducts us? <A kind of square 
of leprous houses, some of which are attainable only by crazy wooden stairs with 
out. What lies beyond this tottering flight of steps that creak beneath our tread 
a miserable room, lighted by one candle and destitute of all comfort save thai 
which may be hidden in a wretched bed * * *,.” 

Such a description is valid today for the miserable lodging houses adjacent to 
the lower Bowery and in the neighborhood of Chrystie and Forsyth Streets, which 
are the first American resting places for many Puerto Rican families. Here a 
6-by-14 room without bath, water, or toilet rents for $S a week. 

But bad as are these living conditions they have one advantage not to be found 
in some low-cost housing projects. 

“Even a ghetto,” notes the Rey. Jerry Oniki, of the Church of the Master, “after 
it has remained a ghetto for a period of time builds up its social structure and 
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this makes for more stability, more leadership, more agencies for helping the 
solution of public problems.” 

But when slum clearance enters an area it does not merely rip out slatternlys 
houses. It uproots the people. It tears out the churches. It destroys the local 
businessman. It sends the neighborhood lawyer to new offices downtown and it 
mangles the tight skein of community friendships and group relationships 
beyond repair. 

It drives the old-timers from their broken-down flats or modest homes and 
forces them to find new and alien quarters. And it pours into a neighborhood 
hundreds and thousands of new faces—often of a race or nationality different 
from that which lived there before. 

This is a human revolution. But too often the social effects are ignored, 

The lines for conflict between new residents and the old are drawn at a time 
when agencies that might conflict and ease transition have often been destroved 

“Wherever you have great population mobility and disrupted population areas,”’ 
reports Hugh Johnson, the director of street club work of the New York City 
Youth Board, “gangs spring up to replace the broken stability of the group. 
Wherever the pattern of life breaks down kids form gangs to give themselves a 
feeling of protection and stability.” 

The process is intensified because housing projects inevitably set up what the 
Chicago sociologist Frederic M. Thrasher calls “interstitial areas’’—lacings 
of different ethnic and social groups that generate conflict and growth of gangs 

Color is not a primary cause of such conflict—although it may play a secondary 
role. This is attested by the experience of Walter J. Weinert, director of the 
Riis Community Center in Red Hook. 

Before Red Hook houses were built nearly 20 years ago the neighborhood 
was predominently Irish-Italian. The first tenants of Red Hook houses were 
mostly Jewish. Conflict quickly broke out between native Irish and Italians 
and the incoming Jewish residents. There was hostility on the part of adults 
and gang fighting by adolescents. 


THE CASE OF RED HOOK 


Today the population of Red Hook Houses has changed completely. It is 
largely Negro and Puerto Rican. But the hostility persists. 

The ethnic lines have changed. The combat has not. The Negro leader of one 
Red Hook gang learned street fighting as a member of an Irish neighborhood 
group. The Puerto Rican leader of another was recruited to the gang by an 
Italian group. But now geography and housing pits Negro and Puerto Rican 
against Irish and Italian. 

Some social observers believe that the gang warfare of adolescents mirrors 
adult antagonisms between new and old residents of a neighborhood. And, occa- 
sionally, adults become directly involved when one of the street gangs starts what 
they call mother-and-father stuff. This means random attacks by a predominantly 
white gang upon any Negro, adult or child, found on the turf of a rival predom- 
inantly Negro gang—or vice versa. 

The Red Hook neighborhood is comparatively fortunate. It has a well-run 
Community House. It has youth board street gang workers. It has a Catholic 
youth center. But these agencies stepped into the breach because of lack of 
leadership or organizational abilities on the part of residents. 

Only now—20 years after the housing project was erected—the youth board 
is trying to get a community organization going that would bridge the gap be 
tween project residents and natives. 

Other areas are deserts so far as social facilities are concerned. Perhaps the 
worst is the Bedford-Stuyvesant area of Brooklyn. 


NO SOCIAL CENTERS 


In the heart of this slum area there are no community centers for the desper 
ately poor and deprived residents. There are few churches of the conventional! 
type but within 2 blocks of the 79th precinct police station there are more than 
20 of the store-front variety. 

Here the only facility available to take adolescents off the street is an impro 
vised lounge set up by the youth board in a couple of converted stores. It is a dis 
mal place of concrete and scarred beaverboard with a bare linoleum floor, a 
borrowed portable phonograph, and a couple of table tennis courts 
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Sut as one youngster said: 

“Atleast the police don’t beat us up when we get together in here.” 

Heavy police reinfocements have been concentrated in this area for some time 
because of the violence of gang outbreaks. When a squad car spots 6 or 8 adoles- 
cents on a street corner they are ordered to move on, often witb the encourage- 
ment of night sticks. 

In contrast, the lower East Side as an old slum area has a variety of active and 
energetic social agencies organized in LENA (Lower East Side Neighborhood 
Association). Much the same is true of the Chelsea area, where the Hudson 
Guild Neighborhood House has actively met the problem of changing neighborhood 
composition. 

But in general, as Mr. Oniki points out, there is little central planning in social 
work. The areas of greatest need are often neglected. Churches tend to cater to 
their own congregations and with rare exceptions (such as the parishes of Trinity 
Protestant Episcopal Church, East Harlem Protestant Parish, and a group of 
upper East Side churches) the churches are reluctant to assume responsibility 
either for the whole community in which they are situated or for any deprived 
areas elsewhere. 

Only the Pentecostal pastors seem interested in whether Bedford-Stuyvesant 
lives by the Gospel or not. 

Housing projects are rammed into one neighborhood after another. The pri- 
mary concentration is on providing new walls, floors, and ceilings at the cheapest 
possible cost. But the social consequences are bypassed. 


YOUTH BOARD EXPERIENCES 


Ralph Whelan, director of the New York City Youth Board, reports that expe- 
rience shows that there is an invariable rise in delinquency rates in the first 6 
to 18 months of any new housing project. 

Social scientists are convinced that most, if not all, destructive effects accom- 
panying population changes can be avoided by proper planning, proper condi- 
tioning of the new populations and the old. 

But such efforts are usually omitted or are carried on in so primitive and 
ineffectual a manner that, for example, children are permitted to turn the eleva- 
tors of Fort Greene into public toilets. 

Perhaps Fort Greene provides accommodations as good as the typical small 
flat near the docks in Red Hook. But the Red Hook dock area has a structure 
of a kind that most projects lack. There the candy store proprietors know the 
youngsters who hang out in their shops. There is an unwritten but well under- 
stood agreement between gang youngsters and businessmen. 

Bad actors are kicked out of the candy stores. They must stay out for a month 
or even 3 months. And the gangs will not support the mavericks. It is too cold 
on the streets at night. If there is a bad candy store in the neighborhood (and 
there was one, described as a real old-fashioned New York candy store—a bookie 
joint, a place where you could get narcotics, bootleg whisky, and liquor during 
Sunday closing hours) the parish priest knows about it and sees that the police 
close it. 

Conditions in these areas are no secret to the agencies that must deal with them. 
The Youth Board is active in 15 metropolitan areas. It is working with 82 street 
groups and is actively concerned about a total of 100. It thoroughly understands 
the relationship between the composition of a neighborhood and the social prob- 
lems that result. 

The problems may not be so bad as they were generations ago. Indeed, Capt. 
Frederick J. Ludwig, commanding officer of the Police Juvenile Aid Bureau, 
reports that New York City’s peak arrests of juvenile and adolescent criminals 
occurred in the 1910-20 decade—another period of social change and mobility. 

Sut figures of recent years show a steady rise in all delinquency indexes. They 
also show a patterned spread through the city, a spread from the most deprived 
areas into those of greater well-being. Last year, Captain Ludwig’s figures show, 
there were 16 New York police precincts with more than 1,000 arrests and referrals 
of adolescents—6 more than the previous year. 

There were more than 56,000 arrests and referrals of juveniles and adolescents 
in New York City last year—a rise of 4,500 over the previous year. In part the 
total may be attributed to greater community concern with youth problems. 
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But no matter how explanations differ there is no question but that the number 
is a shocking one for the world’s richest community. Particularly since a sub 
stantial segment of the problem is the product of a compartmentlike approach to 
social thinking and blindness to social realities. 

Mr. Rains. You seem to be in an agreeable mood in your state- 
ment. You seem to agree with a lot of the things that the com- 
mittee is interested in and I am pleased to note that. I don’t think it 
is necessary to ask you a great deal of detailed questions because man) 
of these items that you are talking about, no doubt will be in the 
bill which this committee reports out. 

There were 1 or 2 things here that I was a little concerned about. 
On page 10 you talk about cost certification. 

Mr. Severin. Yes. 

Mr. Rarns. I am sure you know that has been one of the knottiest 
problems that this committee has had to deal with. Do you have 
any specific language on cost certification that would aid this com 
mittee in doing what apparently is the wish of all of us? Do you 
have any language along that line / 

Mr. Severtn. I do, yes, sir, and I think I might preface this by 
felling you I think that this one thing has been probably the most 
inhibiting force against the building of large-scale rental projects 
over anything else that I know of. I have, as I said earlier, Mr. 
Colton, our general counsel, with me and we have drafted some 
thing that he hashere. It : very simple. 

On page 10, as I said, if we could have a simple interpretation 
that would provide that i mortgage shall not exceed actual certi- 
fied costs including all costs and allowances in connection with the 
projects, excepting only builders’ fees, and this should apply whether 
or not the sponsor is his own builder or whether he hires a contractor. 

Now if it would please you, sir, we will attempt to get specific 
on the type of language and present it to your committee. 

Mr. Ratns. Well, it would be a good suggestion for us and we 
would be glad to have you submit for us some specific language 
carrying out what you think that is if you can do that. 

Mr. Srvertn. We shall do that, sir. 

Mr. Ratns. Now there are so many things in here with which | 
agree that it is hard for me to pick out ones with which I don’t 
agree. There is one item you spoke of on page 15, that has been 
before the committee time after time. The offbase military housing, 
in various forms, and I don’t think this committee has ever approved 
it. 

It is usually in the Senate bill, known as the Monroney amendment. 
We have difficulty in seeing how to put the proper safeguards around 
it, Mr. Severin, because in this particular bill, houses built under 
similar circumstances as that are now coming in with a request that 
they be declared as Wherry housing and purch: ased by the Government. 

I wouldn’t want to acquire more of that type of housing because 
it is a dangerous situation relative to offbase housing. You can't 
tell when the bases are going to move. Don’t you realize that is a 
little dangerous ? 

Mr. Severrn. I think the essential problem here is that failure to 
provide this type of housing alongside or close to military or naval 
installations leads to the demand for the erection of Wherry-type 
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housing on base and that this would make it possible for private 
enterprise to build and operate these rental units or to build the sale 
units and thus eliminate the need of Wherry housing in many cases. 

Now it is true if a base is moved, of course, there is an economic 
problem that involves the pee! or sponsor of these things, that he 
must seek some relief on. I don’t know how you could overcome that. 
[ don’t think it is any more of a compelling problem, however, than 
the abandonment of Wherry housing that was built on base. 

Mr. Rains. Isn't it a fact, Mr. Severin, that the Government would 
end up owning to good portion of the housing built under title LX? 

Mr. Severin. Not a large amount; a small portion. By and large 
the title LX program was a sound one. It proved to be not so in those 
cases where plants were abandoned, maybe, but these were the 
minority. 

Mr. Rarns. The thing that bothers me about it is the building of 
title VIIT military housing was not occasioned by what you stated. 
It was occasioned by the demand—and, I think, rightly so—of the 
military to have those houses on base no matter who built them. 

They wanted them right adjacent to where the operations were go- 
ing on and not off some place else. Of course, this committee actually 
altered the military title VILL housing and it was done largely at the 
instance of General LeMay. As I look at the situation today and 
think of the Strategic Air Command, and I am glad we put them on 
base where, in an emergency, planes can take off in 9 minutes instead 
of 30 minutes. 

That was the guiding factor in developing on-base housing. Now 
[ have no objection to housing if it is economically feasible. Would 
vou object to putting in a statement of that kind ¢ 

Mr. Severtn. No, and if you would allow me, I would like to make 
one further comment. in connection with the title 9 that we were talk- 
ing about earlier and I think it applies equally to what we are pro 
posing here. I am certain that we could present very compelling 
evidence to prove that the title IX program even though some pro] 
ects, and again I Say the “vy were in asmall minor ity, proved to be ill-con 
ceived, cost the United Sttaes Government a great deal less money 
because it was done by the private home building industry than if 
they had gone out doing it as a public project here a there around 
the country, because the overwhelming majority of these title LX 
programs now constitute a part of the housing scene In many, 
inany of our communities and in agreement with what you said, I 
would not personally be opposed to such language in the bill that it 
had to be economically sound. 

I think this should apply to any kind of housing in fact, or any 
other project that is undertaken in the country. It should be eco- 
nomically sound or we shouldn’t do it. 

Mr. Rains. Mr. Severin, I am pleased to note that the National 
Home Builders have placed their st: ump of a ipprov: al on the proposed 
Home Loan Guaranty Corporation with amendments to which T agree 
100 percent. I am giad to see that your organization approves of that. 

Mr. Severin. Mr. Chairman, we have never disapproved of it. We 
have always been in favor of any kind of program that will increase 
the flow of funds into mortgages. We feel that this was not properly 
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written in the first instance and with the amendments proposed, we 
think that it would be an excellent piece of legislation to assist the 
home-building industry. 

Mr. Rarys. One other question. In the emergency housing bill 
which you complimented and of which we are proud, Congress put 
$1 billion in Fannie May special-assistance programs to support GI 
and FHA loans of less than $13.500. Now that $1 billion is rapidly 
running out. 

In the light of the fact that it helped to get houses, helped to 
prevent the recession, and in the light of the fact that the amount 
will soon be exhausted, would you object to Congress furnishing more 
funds for this purpose ? 

Mr. Severtn. I can't tell you that we would object, but I can’t say 
that we would support it either, because I think the market has 
improved to such an extent that if this improvement continues, the 
private sources will be able to take care of our needs. 

Furthermore, Fannie Mae under this billion-dollar program could 
place themselves in a position to recapture a large amount of the 
money that they have committed, meaning that those commitments 
issued in advance in many, many cases, perhaps the majority of the 
cases, are finding their way into the private market and yet it shows 
on the books of Fannie May as an outstanding commitment. I think 
that some way should be found, in fact we have proposed a method 
to them of recapturing these funds for use in issuing new commit- 
ments to make this billion dollars a revolving item. 

I agree with you unquestionably that that was the most important 
thing in the housing legislation that has led to this resurgence of 
our home building this year, and if it is proved later that the fund 
was depleted and that private lending sources did not come forward 
with the money we need, then I think we would be back asking you 
for a review of it, but at present we see no real demand for an 
increase. 

Mr. Rarns. Mr. Addonizio. 

Mr. Apponizio. Thank you, Mr. Chairman. 

Mr. Severin and Mr. Mitnick, first let me say that I am happy to 
see you here this morning and, of course, your associates also. 

Mr. Severn. Thank you. 

Mr. Apponiz1o. I am particularly happy to greet Mr. Mitnick who 
hails from the great State of New Jersey. 

Mr. Mirnick. Thank you. 

Mr. Apponizio. Of course, we are proud of his position in your 
organization because, and I think I speak the sentiments of most 
Members of Congress from New Jersey, when I say we have a very 
high regard for the Home Builders Association. 

Mr. Srverrn. Thank you. That is very complimentary. 

Mr. Apponiz10. Now, ro Severin, I think generally you have made 
a very fine statement and I, like the chairman, can agree with most 
of what you have said. Now, I don’t want to get into a long discussion 
about public housing, but I think I just want the record to show that 
I disagree very strongly with your testimony in that. respect. 

I know that time is of the essence this morning and as a result, I 
will be very brief in my questions. 

I have had some individuals from the State of New Jersey contact 
me recently in respect to this 203 (1) program and they have indicated 
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to me that they would like to see the limit on an insured loan under 
this section raised from $8,000 to $9,000. 

First of all I want to know whether your organization has any 
members who participate in that program / 

Mr. Srevertrn. Yes, indeed, we do, Mr. Congressman. As a matter 
of fact, Mr. Mitnick about whom you just t: alked, is one of our great- 
est users of the program, and therefore, probably more familiar with 
it than many of the rest of us and if I may, I would like to have him 
answer such questions as you might like to direct to us on that subject. 

Mr. Apponizio. Mr. Mitnick, do you feel that this would be justified ? 

Mr. Mirnick. Yes, it should be raised. It is not realistic at the mo- 
ment. At this time the $8,000 limit is not realistic and you would get 
many more low-cost housing units built in this country —— 

Mr. Apponizio. Of course, you realize that the Congress just raised 
it to $8,000 only recently. 

Mr. Mrrnick. Well, that was inadequate. It should have been 
raised to at least 9 at that time, we feel. 

Mr. Apponiz10. And you feel, too, there is such a great demand for 
this low-cost housing ¢ 

Mr. Mrrnick. Yes, there is. We have seen what happened in the 
building business when we had the par market at $13,500. 

The type of housing you are talking about in New Jersey and most 
of the States cannot be done for $8,000. It is hard enough to do it for 
$9,000. In many places it can’t be done for anywhere near that at all 
in your higher cost areas, but in those areas where it can be done, it 
can’t be done for 8. You must raise the limit, and 9 is not too great 
at all. 

Mr. Apponizio. If the committee did this, do you feel that it would 
interfere with the 203 program ¢ 

Mr. Mirnick. No, not at all. If it is under $10,000, it would not 
interfere at all with your 203 program. 

Mr. Apponizio. Now, Mr. Severin, I notice that you have endorsed 
with some limitations the Home Loan Guaranty Corporation, the so- 
called new concept that has been bandied about here in recent weeks. 
I think you indicate that your organization supports this with certain 
amendments. 

Mr. Severin. Right. 

Mr. Apponizio. Now I have been led to believe by some builders 
back in the State of New Jersey that I have talked to in recent weeks 
that they are opposed to this piece of legislation and I was just won- 
dering whether this is an individual feeling on your part or whether 
your organization had a meeting and your members agreed to it or just 
how did you come about this opinion ¢ 

Mr. Severtn. Mr. Congressman, I never express my own personal 
opinion in testifying for NAHB. I am their elected representative 
and speak officially for them. The mechanics of arriving at our 
determination were as follows: We have a legislative and a mortgage 
finance committee composed of many people from all sections of the 
country in which we freely debate all issues that come before them 
and by action of this committee which was supported by our 500- 
man board of direc ‘tors on three different occasions this year, a ma- 
jority of our board is in support of the position ] have testified to 
today and anything to the contrary would be a minority opinion upon 
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the part of our members and because of our 40,000 membership, it is 
impossible that we will ever have complete agreement on anything, but 
this is the majority opinion arrived at, as I told you, in our asso- 
ciation. 

Mr. Apponizro, Thank you. No more questions. 

Mr. Rats. Mr. Widnall. 

Mr. Wwnain. Mr. Chairman, thank you Mr. Severin for your very 
clear, plain, and full statement about the various aspects of this pro- 
posed housing legislation. I would like to address myself for 1 
minute to public housing. I have been a friend of public housing in 
au moderate way for a period of years, but I am very alarmed and 
shocked by the reports we are const: antly receiving now of abuses 
within the projects, deterioration not only of plant, but what seems 
to be the morale of the people living there. 

Now isn’t it true in most every project there has been so much 
trouble as between families that police protection has had to be en- 
larged in the area? 

Mr. Severtn. Well, I, of course, am not in a position to verify or 
affirm that. I only know what I read in the papers and I know that 
this must be the case in such areas as New York and Chicago and 
carried such featured articles in their local papers. 

Mr. Wipnatt. I recently read ina New York paper, just only last 
week, 1 project in the metropolit: an area required the hiring of 27 
additional polic emen because of the constant outbreaks of troub le. 

Mr. Severtn. I read the same article, Mr. Congressman. 

Mr. Wipnatv. I believe, in Chicago and several areas they have had 
the same experie nee. Those are hidden costs that don’t go into the 
cost of a ae ani ¥ uve not reflected when t they ‘talk about the entire 
cost of public | housing. 

Mr. Srverrn. I have to say there are so many hidden costs in public 
housing that Iam amazed that the general public of the United States 
doesn’t arise in ire over their continued existence in most | laces 

Mr. Wipnatu. Mr. Severin, don’t you feel that the original con 
cept of public housing has been lost. that of try ing to help the people 
in the slums? 

Mr. Severtn. I do. Asa matter of fact, I was in the « ‘ity of Cleve 
land last week where I had 

Mr. ADDONTIZIO. Would the gentleman yield 4 Do you mean to 
indicate that public housing is not helping the people in the lower 
income brackets that live in the shim areas of our country ? 

Mr. Wipnatt. I am indicating only this: The original concept of 
public housing by the Congress was to assist those in the very low 
income or Oups ¥ ho were living in the slums and give them a better 
manner ot living. Today we are cry Ing to up the income bracket SO 
as to fil] this public housing hecause there seems to be an evident lack 
of tenants if the same income requirements are maintained. 

Mr. Apponiz1o. Well, of course, I think the record will dispute that. 
[ think the reason that they are upping the income brackets is so they 
don’t have to have as many evictions. 

Mr. Barrerr. Would the gentleman yield? 

Mr. Wipnatt. I will yield. 

Mr. Barrett. Isn’t it true that there is a certain bloc in Congress 
that has an adverse interest in public housing? 
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Mr. Wipnauy. That is true; like with any legislation. 

Mr. Barrerr. Would you yield further / 

Mr. Wipnauu. Yes. 

Mr. Barrerr. I wonder if you or Mr. Severin can tell me if there 
would be any difference in the behavior of people living in squalor and 
those properly housed, for example, living in properly maintained 
public housing ¢ ' 

Mr. Srvertn. Mr. Congressman, I think you are asking me to talk 
on matters of sociology that I don’t feel qualified to talk about. 

Mr. Barrerr. You just agreed with him. 

Mr. Severtn. We were talking about the cost factors and the hid- 
den-cost factors, Mr. Congressman. 

Mr. Barrerr. No; we were talking on the morality of the situation. 

_ Mr. Srevertn. There, again, I told Congressman Widnall I believe, 

, that 1 don’t feel qualitied to speak on whether they are different 
nani or not. 

Mr. Barrerr. Well, may | ask him this question, Mr. Widnall? 

Mr. Wipnati. I yield. 

Mr. Barrerr. Would the gentleman say it is more humane to take 
these people out of these blighted areas and put them into decent 
homes? Wouldn't it be more humane to do that 4 

Mr. Srvertn. May I tell you of an incident I had just last week, 
Congressman, with your permission / 

I was in Cleveland, Ohio, where I had an opportunity to visit an 
urban-renewal program carried on by one of our members, a leader 
in this field; his name is Mr. Seltzer. He was before this committee, 
as a matter of fact, with me just a few months ago testifying on such 
conditions and just alongside that, not more than half a block, is a 
public-housing unit and it was a most interesting experience for me 
and I predict. it would be a most interesting experience for you to 
examine these two situations, both as to the quality and cost of pro- 
ducing the buildings that are involved almost side by side, and to 
examine the difference in the way that these two projects are main- 
tained. It is apparent immediately from seeing it that this man who 
owns his own property and, by the way, is paying taxes on it to the 
city and county and State over there, is maintaming his property and 
the people who live there are apparently taking the ‘kind of pride that 
is not taken a half block away from there : and this is something that 
[ think is important to you as a Congressman representing the people. 

It cost him some $9,500 per unit to produce this stuff where it cost 
$14,000 per unit to build this public-housing project a half block 
away. There is something very wrong in a situation like that. 

Mr. Barrerr. Aren’t you talking about the exception to the rule? 

Mr. Severtn. I don’t think so, sir. I think we can document it 
chapter and verse all over the country that this is the situation. 

Mr. Barrerr. Well, now let me point out then an exception that 
you are not familiar with. I come from Philadelphia, and it is sur 
rounded by these projects. We have the most exemplary people 
living in these projects. We have a project. known as Wilson Park. 
It is ‘comparable to 2601 Parkway where the elite live. We have the 
Tasker Homes kept in the finest condition. 

We have the Passayunk Homes, comparable to Marvin Gardens in 
Atlantic City. If you are going to take an exception and try to de- 
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stroy a program that is beneficial to the poor, then I think your 
ceptions are poorly taken. 

Mr. Ratns. Are there any other questions ? 

Mr. Berrs. I have a question. On page 18, in connection with your 
recommendation as to the FHA mortgages and those qualified to 
participate in the home-loan-guaranty program, have you prepared an 
amendment or do you have an amendment in mind for this bill of Mr. 
Rains? 

Mr. Severtn. We haven’t done so. We would be glad to do so. 

Mr. Berrs. I thought that would be helpful. 

Mr. Rarns. Any other questions? Mrs. Sullivan ? 

Mrs. Sutiivan. In view of the fact that we are running late, I will 
withhold my questions. Thank you. 

Mr. Rains. We are glad to have you, gentlemen. Thank you very 
much. 

Mr. Severtn. Thank you. 

Mr. Ratns. The next witness is Mr. Robert E. Scott, of Elizabeth, 
N. J., and Mr. Walter S. Gill, of Newark, N. J., representing the 
National Association of Real Estate Boards. 

Mr. Apponizio. This looks like New Jersey Day here today. 

Mr. Ratns. It does indeed. 

Mr. Apponizio. I am happy to see my good friends Bob Scott and 
Walter Gill here this morning. Even though we disagree on many 
points, we still have a high regard for one another. 

Mr. Rarns. We are glad to have you, gentlemen, and I see you have 
an extended statement I would suggest you summarize as nearly as 
you can. 


STATEMENT OF ROBERT E. SCOTT, NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS 


Mr. Scorr. Mr. Chairman, I would like to suggest that we be per- 
mitted to file our statement with respect to urban renewal and public 
housing, and then we would have time to read the balance of it. 

Mr. Ratns. The entire statement will be included in the record. 

Mr. Scorr. Fine. 

My name is Robert E. Scott, of Elizabeth, N. J., where I have been 
engaged in the real estate brokerage and mortgage banking business 
for approximately 26 years. I appear before you on behalf of the 
National Association of Real Estate Boards, a federation of 1,284 
local real estate boards with a membership of 62,375 realtors in every 
State of the Union. 

I shall confine my testimony to certain provisions of legislation 
pending before this ‘subcommittee relating to sales liousing and shall 
propose certain amendments relating to the Federal National Mort- 
gage Association which we believe are most important not only to our 
industry but to the economy in general. 

Where practicable, I shall refer to S. 4035, the Senate-approved 
measure which we understand has been referred to this subcommittee, 
or H. R. 11173, by Congressman Talle, which represents the adminis- 
tration’s recommendations. 

Because rental housing looms as one of our major housing prob- 
lems, our association has requested that Mr. Walter J. Gill, of Newark, 
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N. J., who is with me today, be afforded an opportunity to discuss 
rental housing and to propose certain amendments on behalf of our 
association, 

Also with me this morning is Mr. John C. Williamson, director 
of our division of governmental affairs. 

We endorse section 101 of H. R. 11173 increasing the SASH 
mortgage amount under section 203 (b) (2) to $30,000 for 1-, 2-, and 
3- family, residences instead of the present $20,000 for 1- and 2- and 
$27,500 for 3-family residences. This is far preferable to the pro- 
vision of S. 4035 which would increase the single-family maximum 
to $22,500, 2- family to $25,000, and 3- family to $ $30,000. 

We feel the upper limit should be the same for all three categories 
because FILA is required to use the value concept in establishing 
maximum mortgage limits and under such procedure 2- and 3-family 
residences seldom qualify for mortgages in amounts higher than 
would be warranted in the case of better type single-family dwellings. 

We believe that the change is necessary to give the FHA program 
the broad basis which its original architects envisioned. Increased 
average costs of about 34 percent from April 1950 to April 1958 under- 
score the need for discarding the $20,000 maximum which has been 
in the law since 1950. 

We also endorse the extension of this proposed limit to section 220 
sales housing, as provided in both bills. 

Section 103 (b) of S. 4035 proposes a change in the law which we 
believe would make the FHA trade-in program work. The present 
trade-in provision limiting the builder or broker to 85 percent of the 
insurance to which a qualified mortgagor-occupant would be entitled 
means that the home must be refinanced in order that the purchaser 
may Obtain the more liberal ratio of loan to value. This involves 
double closing costs and duplication of processing time which have 
proven substantial deterrents to the use of the program. 

The bill would parauit the builder or broker to obtain the same 
mortgage insurance as a qualified occupant with a proviso that he 
place in escrow 15 percent of the mortgage proceeds for reduction of 
the mortgage if during the 18 months after the mortgage is insured the 
builder or broker has not conveyed the property to a purch: iser who is 
acceptable to the FHA and who agrees to assume the mortgage 
indebtedness. 

The home-building industry can make its maximum contribution 
to the economy only in an environment that facilitates the continual 
upgrading of housing by the American homeowner. 

While our organiz: ition has made no specific study on the subject, 
my — experience in handling the sale of thousands of new 
houses leads to the conclusion that approximately 50 percent of the 
purchasers of new homes must sell an existing house in order to 
purchase a new one. 

Also, a substantial percentage of those purchasing these used homes 
must sell other used homes, because we estimate that there are three 
transactions involving an existing house for every one involving a 
new home. 

I emphasize this because it has a bearing on a recommendation 
which we will make subsequently in this testimony in regard to the 
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secondary market operations of the Federal National Mortgage 
Association. 

We endorse section 107 of S. 4035 which would provide FHA with 
ample general mortgage insurance authorization for the 4 fiscal years 
beginning July 1, 1959, thereby avoiding the perennial spec ulation 
as to whether FHA will be in business while the C ongress is not in 
session. 

Surely the FFLA mortgage insurance program in the 24 years of its 
existence has earned a more secure niche in the country’s housing 
statutes than to be the unhappy object of speculation each year as to 
its continued existence. 

We support the proposed changes in the section 221 relocation 
program set forth in section 111 of S. 4035, which would extend the 
dollar limits on single-family section 221 units to $10,000 in normal 
cost areas and $12,000 in high-cost areas. 

We also urge approval of the provisions of this section which 
would extend the section 221 program to 2-, 3-, and 4-family units, 
with the dollar limits set forth therein. 

I might add parenthetically, in many cities the 2-, 3-, and 4-family 
housing is the only type available for the displacees. 

We emphasize that these are maximum limits only, and the FHA 
in programing section 221 would be governed in fixing the maximums 
by the incomes of the families displ: aced. 

_ We also recommend approval of the provisions of section 110 of 

S. 4035, which would remove the requirement that the locality or 
rates in which section 221 units are to be located must first 
request such units. This provision would permit section 221 units 
to be located in the environs of a metropolitan area which has met 
the requirement of the act as to a workable program, and so forth. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Secondary market operations 

The most disturbing aspect of FNMA’s secondary market opera 
tions is the minor role that it plays in the existing home market. 

The legislative history of the FNMA C harter Act, the language 
itself, the role of private money in FNMA capitalization and finane- 
ing, all attest to its basic purpose of providing a secondary market 
for FHA-insured and VA-guaranteed mortgages. Yet a study of 
the monthly analyses of mortgages purch: sed by FNMA reveals that 
only about 10 percent of the mortgages purchased are on properties 
5 years old or over. 

If this 10 percent reflected the low percentage of FHA and VA 
mortgages offered for sale to FNMA we would have no reason to 
believe that the agency was pursuing a discriminatory policy against 
the mortgage on a used home. 

Yet our experience does indicate that such a discriminatory policy 
exists, and it cannot be refuted by pointing to the relatively low per- 
centage of declinations by FNMA of mortgages on existing homes 
offered for sale under its secondary-market operations. 

This low percentage of mortgages on used homes purchased by 
FNMA is in sharp contrast to FHA’s mortgage insurance activity 
on used homes. An analysis conducted in 1956 by FHA’s Research 
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and Statistics Division revealed that with respect to mortgages in- 
sured during that year 53.6 percent were on homes constructed since 
1950 and 46.4 percent were on homes constructed prior to that year. 

Because of lenders’ concern over FNM.A’s selectivity, many lower 
priced used homes which would ordinarily be acceptable to FHA are 
directed into the higher interest rate conventional market and more 
often than not with second mortgages. 

We believe that «a simple amendment would meet the objective 
which we seek. This would be to permit FNMA to issue a standby 
commitment on an existing home (as it does now on new construc- 
tion) at a price sufficiently below the market to insure against exces- 
sive use of FNMA’s facilities for this purpose. 

Thus a lender, by paying a reasonable commitment fee—say, one 
half percent or even 1 percent—would at least obtain the prior assur 
ance that the loan would be acceptable to FNMA in the event the 
lender desires to offer the mortgage at some subsequent date to 
FNMA’s secondary market oper ation. 

We therefore strongly urge that section 304 (a) of the FNMA 
Charter Act be amended to delete the language which now limits 
the standby commitment to new construction. 

In our considered opinion such an amendment would permit greater 
participation in FNMA’s secondary-market operation of the used 
home which represents the greatest source of housing to the home 
buying public. 

It would facilitate the sale and purchase by lower income families 
of low-priced existing homes and would reduce the use of on 
second-mort gage finane ing by families who are least able to afford 
it. 

Since it is our experience that at least 50 percent of the potential 
purchasers of new homes already own an existing home and must 
recapture their present equity to complete the purchase of a new one, 
our proposal would have the effect of stimulating the sale of not onl) 
the existing house but the new house as well, thereby benefiting the 
entire economy. 

We also recommend the repeal of the present $15,000 maximum 
limit on mortgages eligible for purchase under FNMA/’s secondary- 
market operations. These secondary-market operations, as distin 
guished from special assistance functions, are conducted in accordance 
with sound business principles completely void of any Federal subsidy. 

We therefore fail to note any justification for directing its ac- 
tivity to a limited sector of the FHA or VA market. It is our opinion 
that so long as there is authority for the FHA and VA to insure or 
guarantee a mortgage in excess of $15,000 there is no logical basis 
for limiting FNMA. operations to mortgages of this amount or less. 

We are encouraged to note that the bill S. 4035 would increase the 
maximum mortgage amount eligible for FNMA from the present 
$15,000 to $20,000, but we feel that even this arbitrary limit should 
be eliminated in favor of mortgage maximums established by the 
Congress for the FHA and VA programs. 

We also propose two additional amendments to the FNMA Charter 
Act, both of which relate to the composition of FNMA’s Board of 
Directors. We recommend that the Commissioner of FHA and the 
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Administrator of Veterans’ Affairs, or their designees, serve on the 
Board. 

Also, in recognition of the more than $35 million in common stock 
purchased by private users of FNMA and the continuing increase 
in the role of private capital, we recommend that the Administrator 
of the Housing and Home Finance Agency be authorized to appoint 
one director from among the common-stock holders of the Associa- 
tion. Such an amendment should contain appropriate language re- 
stricting the services of this director to the secondary market op- 
erations of FNMA only. This amendment would require an increase 
in the Board to seven members. 


Special assistance operations 

Our association endorses section 202 of H. R. 11173 which would 
repeal the requirement that FNMA purchase all mortgages at par 
under its special-assistance operations. 

I want to make it clear that our opposition to the par purchase 
requirement is not to be construed as opposition to the purchase of 
any special-assistance mortgages at par. However, we do oppose a 
requirement for support at par, or at any stated price, of all of the 
nine classes of mortgages which today are eligible for special assist- 
ance. 

A review of the different mortgages eligible for par support with 
Treasury money underscores the unreason: ibleness of the requirement. 
These mortgages run the gamut from FHA 203’s which are highly 
acceptable to the private market to section 221 mortgages the market- 
ability of which has yet to be established. 

Between these two we have the military 414 percent loan which is 
as acceptable as a Government bond, and the section 213 mortgage, 
which was being financed by private sources in substantial amounts 
until FNMA moved into the picture with par Treasury money. 

To require that all these mortgages be purchased at the same price 
presupposes that all these mortgages have the same degree of 
ceptability or unacceptability in ‘the market. This, of course, is not 
the case. 

We believe that FNMA should establish the prices at which these 
mortgages should be purchased in the light of the intent of the Con- 
gress that these programs accomplish their objectives. 

Loans on security of FHA and VA mortgages 

Our association recommends that the secondary-market operations 
be extended to authorize FNMA to make loans to FHA and VA ap- 
proved mortgagees on the security of FHA-insured and V A-guaran- 
teed mortgages. 

Such an operation would be consistent with sound business principles 
and would be an improvement over FNMA’s present option to repur- 
chase program which is an indirect and cumbersome method of accom- 
plishing the same objective. 

Such loans should carry full recourse against the borrower, mature 
in 12 months, bear an interest rate not in excess of the rate on the 
mortgages representing the security, and be in an amount not in excess 
of 95 percent of the market value of the mortgages securing the loan, 
as determined by FNMA. 

FNMA should also require the borrower to subscribe to its capital 
stock in an amount not in excess of one-half of 1 percent of the loan. 
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Our association has had under study the bill, H. R. 10637, introduced 
by the chairman, which sets forth a plan for the coinsurance of the top 
or risk portion of a conventional loan. This plan was initially pro- 
posed by the United States Savings & Loan League, although the bill 
represents some improvement over the original draft of this plan. 

The National Association of Real Estate Bo: rds endorses the prin- 
ciple of higher ratio loans permitting the expansion of homeownership 
which is the objective of this bill, but we suggest several amendments 
we feel essential to the accomplishment of this objec tive. 

Our association views the plan as one calculated to widen home- 
ownership opportunities, particularly in areas served by portfolio 
lenders, who, up to now, at least, have not participated to any appre- 
ciable degree in the FHA program. 

To the extent that the plan would permit lower downpayment financ- 
ing by portfolio lenders—and we believe that it will—the bill deserves 
the sympathetic consideration of all groups interested in widening 
homeownership opportunities. 

The amendments we propose are as follows: 

(1) The maximum loan amount should be increased from the $20,000 
provided in the bill to $30,000, as recommended for FHA in the bill, 
H. R. 11173. 

(2) The percentage of insurance should be increased from the top 
20 percent provided in the bill to the top 30 percent. Insuring 90 per- 
cent of the top 20 percent of a mortgage under the bill would involve 
about a 74-percent exposure, which is too high for many lending insti- 
tutions, and would preclude their participation in the plan. 

However, insuring 90 percent of the top 30 percent of the loan re- 
duces the exposure to about 66 percent, which would permit participa- 
tion by State-chartered lending institutions limited by law to 6624- 
percent loans, and would be more nearly in line with general lending 
practices in many areas of the country. 

(3) We do not believe that the obligations of the proposed corpora- 
tion should be tax-exempt, as provided by section 9 of H. R. 10637. We 
deal here with a corporation which has the authority to guarantee the 
risk portion of loans made without any control over interest rates, 
except State usury laws. 

Hence, we believe that the yield on the corporation’s obligations 
may be high enough to preclude the necessity for tax exemption. Tax 
exemption can be justified only in those extreme cases where a pro- 
gram would be unable to function without it. We do not believe that 
this is the case with respect to the proposed corporation. 

(4) Probably the most important amendment is that relating to 
the participation of lenders other than members of the Federal Home 
Loan Bank System. We are not oblivious to the controversy which 
has centered around the point among the various segments of the 
home finance industry. We offer this as a possible solution. 

Authorize the original capits alization of $50 million, or some lesser 
figure determined by the Congress, to be subscribed by the 11 district 
Federal home-loan banks whose stock is owned by member savings 
and loan associations. 
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This initial capitalization will be represented by preferred stock 
with cumulative dividends on stock held by the district home-loan 
banks, and such stock would be retired as the common stock increases 
beyond a certain predetermined level. 

The users of the proposed home loan guarantee plan, whether they 
be members of the Federal Home Loan Bank System or other super- 
vised or nonsupervised lenders, would participate in the capitaliza- 
tion on an equal basis; that is, they would subscribe to the capital 
common stock in an amount equal to a certain percentage—perhaps 
one-half of 1 percent to 1 percent—of the loan to be insured. 

Such stock purchase requirement could be reduced when the original 
$50 million in preferred stock is retired. 

Early retirement of the preferred stock with cumulative dividends 
would be an ample quid pro quo for the temporary use of the savings 
and loan money in capitalizing the Home Loan Guarantee Corpora 
tion. 

We believe that this would be more equitable than to require, as 
provided in H. R. 10637, other mortgage-lending institutions to sub 
scribe to the common stock in an amount equivalent to one-seventh 
of 1 percent of the loans owned and serviced. 

Mr. Chairman, this concludes my portion of the testimony and | 
will be very glad to submit to questions. 

Mr. Rarns. It is a very interesting statement. 

Let’s proceed with Mr. Gill, and then we shall have questioning. 


Mr. Gill. 


STATEMENT OF WALTER J. GILL, NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS 


Mr. Giutt. Thank you. 

Mr. Chairman and eRe “rs of the subcommittee, my name is Walter 
J. Gill, of Newark, N. J., and I am engaged in the real estate and 
mortgage banking hela s as executive vice president of the Alexander 
Summer Mortgage C 0., an approved mortgagee of the Federal Hous- 
ing Administration, and have had more than 24 years of varied real 
estate experience. I shall testify on behalf of the National Associa 
tion of Real Estate Boards in regard to rental housing. 

The construction of an adequate volume of rental housing in the 
moderate rent levels, particularly in the large urban areas, has become 
one of the major problems confronting the industr y as well as the 
expanding American population. 

The fantastic growth of suburbia in the 12 years since the close of 
World War IT has brought us from a country of 40 percent home 
owners to approximately 60 percent. This is indeed commendable, 
and we are a much stronger Nation because of our emphasis on home- 
ownership. 

However, the growth of our suburbs should not detract from in- 
creased attention. being directed to the urban area, particularly the 
“central city” and the ‘peripher al belt around the “central city. 

The Federal Government has a tremendous stake in urban renewal 
and this subcommittee has labored and will continue to labor with this 
problem for many years to come. 
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Families and individuals who, either by preference or circumstances, 
occupy rental housing, have found choice relatively limited in most 
cities during recent years. Because the volume of new construction 
has been low, the inventory of rental housing is little changed in 
number from 1950. The census conducted in April of that year 
showed 19.7 million renter-occupied dwelling units. Reports from 
the updated inventory of 1956 indicated renter-occupancy to be about 
20 million. 

While some 9 million dwelling units were being added to the owner- 
occupied category between 1950 and 1956, the rental component of the 
market was doing little more than holding its own. If we count all 
units of the multifamily type built since World War II, the total is 
only a little over a million. 

We would refer you, Mr. Chairman, to schedule A, which we would 
like to file for the record. 

Mr. Rarns. It may be included in the record. 

(The document referred to is as follows :) 


SCHEDULE A 
Rental-type multifamily dwetling units started 


[In thousands] 


Privately FHA Privately FHA 
owned project vyned projects ! 
1s 1.9 19 04 3 
4 72 0.3 1954 ) 4 
104 74. ¢ 14 87 x. 0 
1He 111 195¢ 82 6.0 
a4 158. 4 19 119 18, 2 
76 
R4 0.8 Potal 189 620. 4 


Mr. Gitt. An effective rental housing program is necessary to meet 
the increased demands of the urban community as more and more 
\merican families turn toward the “central city”—a logical byprod- 
uct of the national urban renewal effort. 

What is the rental housing need in the United States today ? 

While it is difficult to be specific in estimating need, we are aware 
of certain tre nds VW hie hy unde rscore the growing need for more rental 
housing. 

| have already referred to the urban renewal programs which are 
focusing attention on the “central city” as living areas not compli- 
cated by the transportation problems of ever-lengthening commut- 
Ing. There are other factors. 

(1) An increasing number of single individual households. Many 
of these persons prefer apartments to a rooming house type of shelter 
” are unable to find moderate rental quarters. 

) The increase in number of persons in the upper middle-age 
and e “de rly category. Many couples, with their families grown, pre- 
fer apartment life. The convenience to facilities is important to 
them. The growth of pension plans and the shi: arp rise in recipients 
pase more and more older people to maintain their own house- 
holds. 
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(3) The current income of familes and individuals is at a level 
which permits a sizable economic rent to be paid by those preferring 
the privacy of apartment life but not wishing to be homeowners. 

In 1957, one-fourth of the families and single consumers in the 
Nation had personal incomes between $4,000 and $6,000. However, 
an even higher 27 percent received incomes between $6,000 and $10,- 
000, while 11 percent had incomes of $10,000 or more. The average 
family income was $6,130. 

I am attaching as part of this statement—schedule B—a breakdown 
of the record of FHA ae project applications from apr 
ary 1, 1947, through May 31, 1958. While I have included all the 
programs, some, such as The auilit ary housing program, are too spe- 
cialized in their purpose to lend themselves to the analysis we make 
here. Others have expired and one, the section 213 (sales-type) 
cooperative, is essentially a homeownership program. 

Mr. Chairman, I will not refer to the statement other than by cas 
ual comment, because it would be entirely too long, so I would like 
to have that included in the record, if I may. 

Mr. Rarns. Schedule B may be included. 

(The document referred to is as follows :) 


SCHEDULE B 


“Project” applications filed with FHA nationally, January 1947 through May 1958 


Sec 





Sec Sec 213-M Sec Se See Se Ss Sec 
Yeur 207 213-5 man 220-P 221-1 608 
ult a} 
mer 

1947 139, 745 130, 745 
1948 oS 80, C68 81, 930 
1949 22 23 6, 049 ' 242, 015 
1950 11, 936 | 2¢ 2 { 327 | «25, 899 227, 647 
1951 2 776 3, 842 29 317 3 13 74 1Q 
1952 1,826 | 10, 697 18,924 | 9, 609 Ad. 838 
1953 10,075 | 17, 797 14, 35 469 7 72) FO 
1954 3, 824 4, 869 1, 522 2, 590 s 44,753 
1955 34 762 1,42 3, 074 ‘ 82 
1956 9, 312 3, 506 2, 7¢ 8,119 29, 891 
1957 10, 57 2, 804 2 x”) 422 36, 43 67, 379 

Total 192,555 | 50,454 | 90, 849 8, 500 922 (548, 463 [137,761 | 16, 271 70 | 1,045, 845 
5 months, 1958 12, 383 1, 329 1, 211 3, 922 721 16, 548 36, 114 

Total ._- 204, 938 | 51,783 | 92,060 | 12, 422 1,643 548, 463 |154, 309 | 16, 271 70 | 1,081, 959 

1 Of this total, 40,486 were filed in Ist 6 months of 1954 (only 4,267 in last 6 months 


Source: Federal Housing Administration. 


Mr. Gru. In referring to that schedule, you will note the great 
contribution made by the section 608 program. There were 548,463 
units covered by ap )plications until the program was terminated in 
1950, which, incident: ally, is half the production in the period covered. 

Note, also, the sharp decline in the sections 207 and 213 (manage- 
ment) projects from August 1954 on, which coincided with the ineep 
tion of cost certification. 

Thus we can see the FHA multifamily programs until 1954 made 
a tremendous contribution to the production of rental housing. ‘The 
year 1954, of course, brings to mind the investigation conducted into 
irregularities in the operation of the section 608 program. 
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However, 4 years have passed since the Congress in the Housing 
Act of 1954 moved to prevent any possible recurrence of irregulari- 
ties which the expired section 608 program may have produce ed. 

We respectfully suggest that a critical an: ilysis of the preventive 
ineasures then taken ‘night reveal that the medicine came close to 
killing the patient. The section 207 rental housing program became 
the victim of the reaction against section 608, a program which had 
expired long before disc losures were made. 

Section 207 was, and is, an entirely different type of vehicle and 
not susceptible to the practices e xposed by the 1954 investigation. 

In our opinion, the greatest single factor contributing to the decline 
in applications for rental housing since 1954 was the unnec essarily 
tight “anti-mortgaging out” provision which the Congress wrote into 
law that year. This provision required the mortgagor to remit for 
reduction of the mortgage any excess of the mortgage over the 
“approved percentage” of the actual certified costs. 

Thus in attempting to prevent windfalls the Congress went a step 
further and created an inequity. As a result, a less efficient builder 
may obtain a higher mortgage than a more efficient builder. 

Let me give you an example. Let us assume that an experienced 
builder and a nonbuilder both acquire continguous parcels of land, 
identical in size. They have an architect design identical buildings 
for each, following which both file with FHA for mortgage insur- 
ance under section 207. 

FHA, having found values of $1 million on each, issues commit- 
ments to insure mortgages on the maximum allowable amounts of 
$900,000 each. 

Following completion of the construction, Mr. Experienced Builder 
files the required cost certification. Because of his ingenuity and 
know-how, he is able to show that the entire costs were only $900,000. 
At this point, FHA would be forced to reduce his mortgage to 
$810,000 because section 227 provides that no mortgage may be “in 
excess of such approved percentage of actual cost.” 

Mr. Nonbuilder, on the other hand, who had used a building con- 
tractor to erect his project, was probably able to certify his actual 
cost at $1 million, as estimated by FHA. Therefore, his mortgage 
would remain undisturbed in the original amount of $900,000, 

Thus the experienced builder, upon whom we must depend for a 

sustained volume of rental housing construction, has been placed in a 
position less favored than that of a novice. 
a e, therefore, endorse the principle enunciated in section 109 of 
4035, but strongly urge that its provisions be broadened to include 
PII A multifamily sections and not be confined solely to sections 220 
and 221 as the bill contemplates. 

Under section 227 at the present time the mortgagor remits for re- 
duction of the mortgage the excess of the mortgage proceeds over 90 
percent of the actual certified costs, and the latter is defined as includ- 
ing builder’s profit. 

Under our proposal, actual cost would be redefined to exclude 
builder’s profit and the mortgagor would remit only the excess of the 
mortgage over such actual costs. 

I would like to add parenthetically that, in my judgment, it would 
be only a very remote possibility that there would be any remission, 
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because I can’t conceive of a builder showing a profit with the build- 
er’s profit being eliminated before the cost certification. 

This would extend the principle of the sections 220 and 221 rental 
housing amendments in S. 4035 to section 207. 

We are confident that the subcommittee wants to treat these pro 
grams on an equal basis. Surely it is as important to obtain rental 
housing generally as it is in urban renewal areas. The need, not the 
location, should be the governing criterion. 

We also urge approval of the new room and unit limits provided for 
section 207 in section 104 of S. 4035. We believe that the new limits, 
coupled with a change in the cost certification provisions, referred to 
above, would materially contribute to a high volume of section 207 
rental housing. 

We propose additional amendments which we sincerely believe will 
contribute materially to a revival of the FHA multifamily rental 
housing program. These are: 

(1) The statutory maximum interest rate on FILA multifamily pro 
grams should be increased to 6 percent, the same maximum now appli- 
cable to section 203, in order to give these programs a desired flexibility 
ini nterest rates during periods of tight money. 

We believe that the FHA Commissioner should have the discretion 
to increase or decrease the rate to reflect the rates on competitive Wn 
vestments in the privi ite market. The type of flexibility we propose 
would eliminate the high discounts under section 207 at the present 
time, and would permit the programs to remain operative during tight 
mioney periods. 


The Congress should make it clear that control over rents on 


section 207 projects is discretionary with the ¢ ‘OMMMAISSI¢ ner. Rent 
controls over section 608 projects are discretion: ary, but the lai vuage 


of section 207 has been construed to mean that rent controls over these 


projects are mandatory. As a result, the Commissioner has decided 


to treat both programs as requil ing mandatory con trols, 

By controlling rents the Commissioner is forced to inject himself 
into the minute cle tails of operat on a ees: \pplications 
for rent increases are frustrating experiences at best. 

Rent controls, other than those imposed by FHA, are now a thing 


of the past except in some parts of New York. We Sallis that the 
time has come for FHA fo remove su hy controls 
We, therefore, strongly urge the allowance of competitive rents 


established by the market. Even under the post-World War II 


emergency Congress specifically gs nal from Federal rent con 
trols pro} erties constructed after Februar I, 1947 in recognition 


of the fact that such controls im peded construction of rent: 3 housing. 

We endorse that part of section 109 of S. 4035 which would remove 
an inequity which adversely affects rehabilitation projec ts under see 
tion 22), Removing the limit of 10 percent on builder’s profit as an 
item of cost would place the Federal Housing Administration in a 
position to permit a higher percentage of profit in recognition of 
difficult and complicated rehabilitation where the actual amount spent 
for rehabilitation is small compared to the acquisition cost of the 
structure. 

We also recommend approval of that part of section 111 of S. 4035 
which would remove the present limitation of section 221 rental hous- 
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ing to nonprofit corporations, and we endorse the provision which 
would base the mortgage on replacement cost instead of the Commis 
sioner’s estimate of value. 

The section 221 rental housing program, along with the sales housing 
program under this section, holds much promise for the relocation 
of families of low and moderate income displaced by urban renewal 
projects and other governmental action, 

Before leaving ‘the subject of rental housing, we desire to voice 
our endorsement of section 105 of 8.4035 which would bring mortgage 
loan ratios for FILA section 213 sales-type cooperatives in line with 
corresponding figures proposed for section 203, and management- -type 
cooperatives in line with ¢ orresponding increases for section 207. The 
provision to include community facilities as part of the mortgage secu 
rity for a cooperative should ” so be approved by the subcommittee. 

Mr. Chairman, in order net to prolong unduly the time allotted 
me, es would like to file for i aad our statement endorsing the 

“ar extension of ie “ hori ity for capital grants for urban 
renewal as set forth in H. R. 73. However, I wish to invite the 
subcommittee’s attention spec ic a to the two recommendations that 
we make: 

(1) That no community be eligible for financial assistance 
unless it is actively engaged in the enforcement of adequate hous 
ing and zoning codes; and 

(2) That applications for capital grants in urban renewal 
programs be subject to a priority system that will encourage more 
programs utilizing rehabilitation work. 

Mr. Chairman, I am very grateful to you and to the committee 
for affording this time, and I, along with my colleague, Mr. Scott, 
will be most happy to answer any question if any occur. 

(The statement above referred to is as follows:) 


NAREB RECOMMENDS TO CONGRESS LEGISLATIVE CHANGES To ENCOURAGE 
APARTMENT HousE CONSTRUCTION 


Changes in housing legislation designed to encourage the construction of an 
adequate volume of apartment houses to meet one of the major problems of the 
expanding American population were recommended to Congress today by the 
National Association of Real Estate Boards. 

Representatives of the 62,000 realtors of the Nation were Robert E. Scott, 
Elizabeth, N. J., and Walter J. Gill, Newark, N. J., members of the association’s 
realtors’ Washington committee. They testified before the Housing Subcom- 
mittee of the House Banking and Currency Committee which is holding hearings 
on proposed housing legislation. 

Other changes endorsed or suggested by the NAREB spokesmen had as their 
objective the amendment of the program of the Federal Housing Administration 
to aid the family wishing to obtain a new home by trading in the one they now 
own, improvement in the flow of home-buying credit under insured and guaran- 
teed mortgages on the existing house, and the strengthening of the Federal urban 
renewal program. 

In his testimony, Mr. Gill commended the national growth in homeownership, 
but declared that this should not detract from efforts to solve the problems of 
families or individuals who, either by preference or circumstances, occupy 
rental housing and have found choice relatively limited in most cities during 
recent years. 

The Newark realtor told the subcommittee that while some 9 million dwelling 
units were being added to the owner-occupied category between 1950 and 1956, 
the rental component of the market was doing little more than holding its own. 
Counting all multifamily units built since World War ITI, he said, the total is 
only a little over a million. 
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“An effective rental housing program is necessary to meet the increased de 
mands of the urban community as more and more American families turn toward 
the central city—a logical byproduct of the national urban-renewal effort,’ Mr. 
Gill contended. 

Other developments that underscore the need for more apartment construction 
were said by Mr. Gill to be the increasing number of single individual households 
with a marked preference for apartments over rooming houses if the rents of 
the former are moderate, and an increase in the number of persons in the popu- 
lation in the upper middle-age and elderly category who favor apartment life. 

The NAREB witness noted, too, that the current income of families and indi- 
viduals is at a level (the average family income was $6,130 in 1957) “which 
premits a sizable economic rent to be paid by those preferring the privacy of 
apartment life but not wishing to be homeowners.” 

Pointing to the decline since 1954 in apartment house mortgage insurance 
applications under sections 207 and 215 of the Federal Housing Administration 
(the sections mainly concerned), Mr. Gill stated, “In our opinion, the greatest 
single factor contributing to the decline * * * was the unnecessarily tight ‘anti 
mortgaging out’ provision which the Congress wrote into law” in 1954. 

He said that under section 207 at the present, the mortgagor remits for reduc- 
tion of the mortgage the excess of the mortgage proceeds over 90 percent of the 
actual certified costs, and the latter is defined as including the builder’s profit. 

To remedy this situation, Mr. Gill offered an amendment to section 227 of 
the National Housing Act which would redefine “actual cost” to exclude the 
builder’s profit and allow the mortgagor to remit only the excess of the mortgage 
over such actual costs. 

With respect to the Federal urban-renewal program, Mr. Gill put the associa 
tion on record before the subcommittee as favoring the administration bill (H. R. 
11173) which provides for an extension of the obligational authority for capital 
grants through the fiscal year 1963 with a total authorization of about $1.3 bil- 
lion and a gradual reduction in the Federal financial participation from the 
present 6624 percent of net project costs to 50 percent beginning with the fiscal 
year 1961. 

He urged also that Congress set up a statutory requirement that no city be 
eligible for direct Federal financial assistance in the form of capital grants for 
urban renewal until it shows that it is actually engaged in the vigorous enforce- 
ment of a city ordinance requiring all dwelling structures to meet “modern, rea- 
sonable, and adequate standards of health and safety.””) Such an expression of 
basie policy by Congress is necessary, he said, if the broad concept of urban 
renewal—as distinguished from the more limited process of urban redevelop- 
ment—as established in the 1954 Housing Act is to be realized. 

Mr. Scott included in his testimony an endorsement of section 108 (b) of 
S. 4035—also pending before the House subcommittee—bearing on the trade-in 
house program of the Federal Housing Administration. 

At present, when a broker or a builder accepts a family’s old house in trade 
on the purchase of a new one, he is limited to 85 percent of the FHA mortgage 
loan insurance to which a qualified mortgagor-occupant would be entitled. This 
means, when the broker or builder sells the house, that the home must be re- 
financed in order that the purchaser may obtain the more liberal ratio of loan 
to value. Accordingly, double closing costs and duplication of processing time 
are inovived, Mr. Scott asserted, both of which have “proven substantial deter 
rents to the use of the program.” 

The section of the Senate bill supported by NAREB would permit the broker 
or builder to obtain the same mortgage insurance as a qualified occupant with a 
proviso that he place in escrow 15 percent of the mortgage proceeds for the re- 
duction of the mortgage if, during the 18 months after the mortgage is insured, 
the broker or builder has not conveyed the property to a purchaser acceptable to 
the FHA and willing to assume the mortgage indebtedness. 

Other portions of Mr. Scott’s testimony dealt with support for proposed in- 
ereases in the maximum FHA mortgage insurance on residential housing, pro- 
posals to broaden the role of the secondary-market operations of the Federal 
National Mortgage Association with respect to the existing house, and the exten- 
sion of Government insurance to a portion of conventional home mortgage loans. 
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URBAN RENEWAI 


Capital grants 


We endorse the provisions of title IIIT of the bill, H. R. 11178, which (1) 
changes the procedure for making planning grants so that a community may 
share in the cost of such planning in the same ratio as it shares in the cost of the 
project; and (2) extends the obligational authority for capital grants through 
fiscal year 1963 with a total authorization of approximately $1.3 billion and a 
gradual reduction in the Federal financial participation from the present 6624 
percent of net project cost to 50 percent beginning with fiscal year 1961. 

We do not believe that reduction in the Federal financial contribution as set 
forth in H. R. 11178 means less slum clearance. On the contrary, if the two 
recommendations of our association, as set forth below, are adopted, the end 
result must surely be a marked decline in the growth of slums, thus insuring an 
ultimate greater accomplishment of the national urban-renewal objective through 
far more improvement per Federal dollar spent. 

In connection with the reduction in the Federal Government’s financial con- 
tribution toward urban renewal, I would like to quote the policy statement on 
the subject adopted by the 1957 convention of the National Association of Real 
Estate Boards: 

“Greater local responsibility.—_Freedom from Federal intervention and com- 
petition in State and local affairs is basic to the preservation of our Republic. 

“We applaud the efforts of the President and the Joint Federal-State Action 
Committee to terminate certain Federal assistance programs which more appro- 
priately should be assumed by State and local governments. 

“We endorse the recommendations of the President that certain areas of 
Federal taxation be surrendered to the States and municipalities in order to 
provide revenue essential to their assuming local responsibility for many pro- 
grams that are now federally assisted. 

“We urge this committee as well as the Congress to study the feasibility of 
surrendering present Federal taxes on real estate conveyances and estates to 
enable State and local governments to assume a much greater degree of respon- 
sibility for slum clearance.” 

We note that recently the President, acting upon recommendations of the Joint 
Federal-State Action Committee, recommended to the Congress that one taxing 
area be surrendered to the States in order that the States may have the means 
for assuming greater financial responsibility for certain programs involving 
problems which are basically State and local problems. We are hopeful that 
continued studies in this area will result in the surrender of other taxing areas 
and the assumption by the States of more responsibility for urban renewal. 


Code enforcement 


In Federal legislation to assist the cities in combating unfit housing condi- 
tions one of the principal advances made in the 1954 Housing Act was to 
establish the broad concept of urban renewal as distinguished from the more 
limited process of urban redevelopment. Under the broader program cities 
were to be given encouragement and cooperation in programs that would pro- 
vide rehabilitation, as well as total clearance, in bringing about the restoration 
of rundown urban areas. 

It has become clear that this approach, with its potential of curing many 
times as much urban deterioration as could be hoped for under tremendously 
costly total clearance procedures alone, must rest upon a foundation of firm 
enforcement of city ordinances that require property owners to meet adequate 
health and safety standards for structures to be used for human habitation. 
In qualifying for Federal assistance in urban-renewal programs cities are 
quite properly required to present workable programs, committing themselves 
among other things, to engage in this indispensable type of local government 
action. 

However, the cities are not required to show performance, but only to 
indicate a general intention to engage in future performance. Under existing 
administrative practices this may remain the case long after cities have re- 
ceived tangible financial assistance from the Federal Government. 

For example, cities such as Birmingham, San Francisco, and Scranton have 
had their workable programs approved since 1955. Each of them has a sizable 
reservation for a capital grant and each was in debt to the Federal Government 
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as of December 31, 1957, for planning advances and temporary loans. At the 
time each of these cities had its program certified for a second time, none of 
them had taken final action on even adopting a local housing code. What is 
needed is a new expression in basic policy that is a proper prerogative of the 
Congress. 

Therefore, we strongly urge that the Congress insure, by statutory require 
ment, that no city be eligible for direct Federal financial assistance in the 
form of capital grants for urban renewal until it shows that it is actually 
engaged in the vigorous enforcement of a city ordinance requiring all structures 
used for dwelling purposes to meet modern, reasonable, and adequate standards 
of health and safety. 

Rehabilitation 

The process of urban renewal, conceived of as a broader program than urban 
redevelopment, has nevertheless remained overwhelmingly no more than re 
development. The municipalities have not been given adequate encouragement 
or incentive to launch the broader scale programs with their greater potential 
in improvement per dollar of Federal money expended. Administrative action 
to place the required accent on the broader scale requires, in our opinion 
some specific expression of policy on the part of the Congress. 

We therefore recommend for the committee’s consideration an amendment 
to title I of the Housing Act of 1949 to require the establishment of a system 
of processing urban renewal applications that would give priority to those 
applications which propose urban renewal programs based predominantly on 
rehabilitation and conservation procedures. 

By March 31 of this year the Federal Government had committed itself to 
more than a billion dollars in capital grants to cities for the purpose of 
earrying out urban renewal programs, and by the same date disbursements on 
executed projects aproximated $113 million. Most of the funds committed are 
for total clearance undertakings—not only a tremendously costly process but 
an extremely slow-moving one. With this much total clearance work in the 
pipelines, we submit that it would now be timely to establish a priority system 
giving an advantage now to those cities that propose to approach suitable 
problem areas with the determination to save and rehabilitate everything 
worth saving and to demolish only those structures that are unfit to rehabilitate 
or that will not mesh in with an urban renewal plan. 


SUPPLEMENTAL STATEMENT OF ROBERT FE. Scorr, ELIZABETH, N. J., ON BEHALF O01 
THE NATIONAL ASSOCIATION OF REAL ESTATE BOARDS IN REGARD TO THE Public 
HOUSING PROVISIONS OF S. 4035 AND H. R. 11173 


A SOLUTION TO THE PUBLIC HOUSING PROBLEM 


We believe that public housing, creating as it does a mass of Government 
tenant families living at the expense of their neighbors, is one of the most 
divisive elements in our society today. We submit that public housing is in 
theory, and in practice has proven to be sociologically, economically, and politi 
cally unsound. 

We firmly believe that serious consideration of the facts will lead this sub 
committee and the Congress to the conclusion that the only solution to the 
problems created or aggravated by public housing is to require an orderly and 
expeditious sale of all of the projects to private, fully taxable, ownership. 


STATUS OF PUBLIC HOUSING 


For the committee’s information, here is a brief rundown on the status of 
federally aided public housing. As of April 30 of this year, there were in 
management status and presumably ready for occupancy about 433,000 units 
(482,917). Under construction there were about 26,000 (25,939) additional 
units. Federal subsidy contracts running up to 40 years had been executed for 
more than 76,000 (76,611) additional units which were not yet under construc 
tion. If all of these units are completed, there will be more than 525,000 
Federal public housing units. If the annual turnover is the approximately 30 
percent Mr. Slusser has reported, there would be more than 150,000 apartments 
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per year becoming available in the then existing units of Federal public housing. 
Any expansion of the program would of course increase this annual reservoir 
of available units. 

S. 4035 


We realize the committee has before it the omnibus housing bill, 8S. 4035, 
passed by the Senate last Friday afternoon, and the language of title IV of that 
bill relating to public housing. For that reason we should like to comment on 
some of the provisions of title IV of S. 4035. 

Section 401 of S. 4035 would make local public housing authorities which are 
already free from control by local elected officials and subject to little, if any, 
supervision by the State, also free of effective Federal supervision with respect 
to the expenditure of Federal funds, The fact is that more, not less, supervi- 
sion is needed over the approximately 900 public housing authorities which are 
spending upward of $100 million per year in Federal funds contracted for up 
to 40 years. 

Specifically, the section would strip PHA of present authority to require its 
prior approval of public housing authority budgets, even though PHA will be 
required to disburse to those same authorities hundreds of millions of dollars of 
Federal taxpayers’ money. We consider this a dangerous departure from sound 
fiscal policy. 

Section 402 would repeal the existing requirement that PHA approve maxi- 
inum income limits of families to be admitted to, and permitted continued 
occupancy in, Federal projects. Local authorities could set income ceilings and 
rents as they pleased. The discretion vested in local authorities as to definition 
of “net annual income” is so liberal as to nullify any assurances that public 
housing would in fact be limited to those of the lowest income group. This could 
result in further discrimination against the neediest families in favor of those 
of considerably higher incomes. 

Any objective study will show that lower income limits and rents and better 
enforcement are needed if public housing is to reach the lowest income families 
intended by the Congress. This section in effect removes the limits and super- 
vision which need instead to be strengthened. 

Section 403 is the “windfall” section. It would repeal existing law under 
which the contractual Federal annual cash subsidy is paid to a local authority 
only to the extent needed to pay principal and interest on bonds financing the 
project. In practice at the present time, as a result of housing higher income 
families, the rental income for many projects exceeds operating costs. This 
overage is applied to debt servicing, and the Federal subsidy appropriated by the 
Congress for debt service is reduced accordingly. 

The “windfall,” in the language of the analysis of the Senate Housing Sub- 
committee, is frankly intended as an incentive to the public housing authorities 
to charge higher rents. (Since income is based on rent, this is tantamount to 
directing public housing to accommodate higher income families. ) 

One-third of the Federal subsidy not needed would be retained by the local 
public housing authority in cash, and the remaining two-thirds would be used 
for advanced amortization of the public housing bonds. It is estimated that an 
additional $25 million subsidy would be required to be appropriated by the Con- 
gress for the current year, and the “windfall” to local public housing authorities 
would amount to over $8 million for this year. 

PHA’s present authority to audit the books of public housing authorities 
would be weakened by this section. The reference in the section to state audi- 
tors, ete., is largely meaningless, as only two States have any supervisory 
powers over local public housing authorities. Present PHA and General Ac- 
counting Office supervision over the spending of huge amounts of Federal funds 
by public housing authorities should be strengthened rather than weakened. 

Section 404 would add a new increment of 17,500 public housing units to 
the two 35,000-unit increments added by the 1956 Housing Act. Authority for 
this new increment would start July 1, 1959, and run through June 30, 1962. 
In addition, authority to sign subsidy contracts for about 20,000 units not yet 
contracted out of the 1956 increment of 35,000 units would be extended from 
the present expiration date of July 31, 1958, to July 31, 1959. The authority to 
place under subsidy contract the unused 1957 increment of 35,000 units would 
be extended from its present termination date of June 30, 1959, to June 30, 1960. 

The extraordinary language of section 405 would expose the Federal tax- 
payers, at the option of any and all of the nine-hundred-odd local public housing 
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authorities, to untold additional outlays of Federal funds. PHA would be 
directed, upon the request of a local authority, to reopen all existing contracts 
for Federal subsidies to incorporate the “windfall” provisions intended by 
section 403. We wish to remind the committee that this provision would apply 
to contracts involving more than one-half million units. 

Section 406 would repeal existing law which states that when sites are pro- 
vided for public housing under the Federal urban renewal program such sites 
shall be paid for in sums equal to the fair value of the land for the uses speci- 
fied in the local redevelopment plan. Under the program involving urban 
renewal grants, the committee will recall that the Federal Government pays 
two-thirds of the net loss on reuse of the cleared land. 

The new language apparently is intended to add another Federal subsidy for 
public housing by hiding part of the public housing site cost in the urban renewal 
grants. The Federal grants would in any such case be inereased by reason of 
the fact that the local tax exemption already granted all public housing projects 
would, as to new projects using urban renewal sites, be counted toward the local 
share of the loss on reuse of cleared land. 

We respectfully submit that the committee should reject all of the provisions 
of title IV of S. 4035 just described. By so doing the committee will 

1. Help to retain some semblance of the original objectives of public housing 
so long as it is operated to house families who, in the language of the statute, 
“are in the lowest income group” (see. 2 (2) of the Public Housing Act). 
[Emphasis supplied. ] 

2. Protect the taxpayers from being forced to pay huge sums in “windfalls’ 
to public housing authorities as bounties for the housing of high-income families. 

8. Preserve in the Federal agencies responsible for disbursing hundreds of 
millions of dollars in tax money the authority to supervise the activities of the 
recipients insofar as those activities affect the disbursement of Federal funds 
and the fulfillment of statutory objectives. 


H. R. 11173 


We endorse section 401 of H. R. 11173 which would make clear that the statu 
tory purpose of public housing is to serve the lowest income families. As the 
subcommittee may recall, the present law authorizes cumulative exemptions, for 
both eligibility and fixing of rent based on income, of $600 per year per secondary 
wage earner. H. R. 11173 would reduce this to $600 per family per vear. The 
bill would also eliminate existing law permitting an exemption of $100 for the 
dependent spouse of the head of the family. These present exemptions can lead 
to further exclusion of the neediest families from public housing and increased 
occupancy of units by families of higher income. 

We also support section 408 of H. R. 11178 which would facilitate the sale of 
PWA public housing projects to private taxpaying ownership. 

Section 402 of H. R. 11173 seeks to extend for 1 year the 2 years already granted 
by Congress to PHA to execute annual subsidy contracts on the unused balance 
of 35.000 units authorized on July 31, 1956. It would also extend to June 30, 
1960, the time permitted for the signing of subsidy contracts covering 35,000 units 
made available to the agency in the 1956 act and permitted to be executed begin 
ning June 30, 1957. 

We recommend that section 402 of H. R. 11173 be rejected. We strongly urge 
that further expansion of the public housing experiment be halted by rescinding 
the authority of the Public Housing Administration to enter into any new subsidy 
contracts and that a program for orderly disposal of the existing projects be 
instituted. 

Mr. Ratns. Both of you gentlemen made very thought-provoking 
statements. You make a suggestion on section 207. The Senate put 
in their bill the cost-certification proposal which you make for 220 
and 221 rental housing; is that right / 

Mr. Git. That is correct. 

Mr. Rarns. And now you recommend that it be included as well for 
section 207 ? 

Mr. Gitu. I do, sir. It is a slight modification of the plan which 
I had advocated heretofore, going back to 1955 when I testified before 
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your committee in New York. But our association does endorse the 
extension of that provision in section 207. 

Mr. Rarns. Are you satisfied with the language in the Senate bill on 
cost certification on 220? 

Mr. Giri. Lam, sir. 

Mr. Ratns. You note that the home builders had a suggestion they 
wanted to include as to cost certification. 

Mr. Giiw. I think you will find the intent is identical; the language 
may differ just slightly. 

Mr. Rains. You recommended language that would permit it to be 
mortgaged out. Do you believe the builder should have some equity 
in the property 

Mr. Gini. I feel he has some equity. His stock in trade is his time 
and know-how. He is in business to make money and, to the extent 
he is denied a profit, the builder’s time required to produce the prop- 
erty, upward of a year, is equity in itself. However, I can’t conceive 
of it working quite that way. 1 think he will have « ash equity in addi- 
tion, but I do like to have a builder feel at least he has a fighting 
chance if he exerts himself to at least break even—outside, of course, 
of the expenditure of time, which is money. 

Mr. Ratns. In your suggested amendment to 227, do you feel any 
windf: p> could result from it ? 

Mr. Gitu. I feel it is utterly impossible, because he would be certi- 
fying costs under this plan and he would be excluding his builder’s 
profit from that summation. Having certified as to actual costs and 
being under compulsion to remit any differential that may be in excess 
of those actual costs, he couldn’t have a windfall. 

Mr. Rains. I forget which one of you gentlemen made the state- 
ment about the so-called 608 windfalls. Some of them, of course, were 
unreasonable, and I am sure some of the investigation brought out 
things that should have been brought out, but as a result the FHA 
rental program sutlered a very great Se 99.00 i blow, did it not ? 

Mr. Gitu. It certainly did. It came practically to a standstill. 

Mr. Rats. Do you think that the slowdown in the rental housing 
which you discussed is entirely due to faults of the law, or do you 
think that there are other difficulties, such as administration, for 
instance ? 

Mr. Giti. Well, as I have testified, on the figures we have attached 
to the statement, showing the record of production, including the illus 
tration of the sharp downtrend coincident with the enactment of the 
cost-certification provision, it shows that cost certification was the most 
significant contributing factor, but I would say that FHA itself has 
rather nervously inter preted the laws since the advent of cost certifica- 
tion to a point where it has perhaps discouraged some production. 

Mr. Rarns. It is a bit timid to say the least. 

Mr. Git. I would agree with you in that. 

Mr. Rains. Mr. Addonizio. 

Mr. Apponizi1o. Thank you, Mr. Chairman. 

First let me say I think both of you gentlemen have made fine state- 
ments and have given the committee much food for thought. 

Of course, it is rather difficult for me to say that I agree with a great 
many things that you have said because I don’t generally find myself 
alined with the National Association of Real Estate Boards. 
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Now, Mr. Gill, you and I both come from the city of Newark, N. J., 
and I think with all of the experience that you have had in the real- 
estate field there, that you can certainly testify to the fact that the 
rental-housing program in Newark is very much at a standstill. 

Mr. Gi. It came c ompletely to a standstill, Mr. Addonizio. Sub- 
sequent to the demise of the 608 program, we had absolutely no rental 
housing in the city of Newark. We have recently issued a commit- 
ment for the north Newark redevelopment project under section 220, 
and we all, of course, share the glee of the city administration in at 
long last getting some housing for that project. 

Mr. Apponizio. Even that was delayed to some extent. 

Mr. Gitu. I guess it was a year or more in being born. We have had 
a large number of demolitions in the same period of which you are 
aware, not only because of redevelopment effort, but. obsolescence and 
construction of other than residential character. 

During the period that I had recited figures of production, the city 
of Newark actually lost 3,208 dwelling units due to demolition. 

Mr. Apponizio. There is no question of the fact that we have to 
stimulate the rental-housing business. 

Mr. Guz. I don’t think there is any question but what it must 
be stimulated. 

Mr. Apponizi0. I, of course, am very much interested in section 207, 
as well as 220 and 221, and I am very pleased with some of the re- 
marks you have made. However, you do give us an example in your 
testimony about a less efficient builder and a more efficient builder, 
and then you point out very strongly that a builder who is more effi- 
cient and has more experience is pl: aced in a less favorable position 
than the less experienced builder. 

Mr. Git. That is correct. 

Mr. Apponizio. You point out in 1 instance the mortgage would 
be reduced to $810,000 and in another case it would be $900,000. 

Mr. Git. That is correct ; on identical property. 

Mr. Apponizio. I don’t see where that is such a great penalty. 
How would he be placed in a less favorable position if he has a re- 
duced mortgage. I would like you to explain that to me just a little 
bit more. 

Mr. Girt. Well, I think he very definitely is placed in a less favor- 
able position. First of all a builder, who, I think my testimony in- 
dicated that I believe and I am sure you will agree, we must depend 
upon for the sustained volume of production. The average individ- 
ual going in on a job is likely to build one in his lifetime, but a builder 
is going to build many because he is in that business, so he should be 
encouraged to take advantage of his know-how. 

But if he has the mortgage reduced arbitrarily, although the value 
has not changed one iota ‘under the ex: umple I gave, and he desired to 
build a larger one because we hope we are going to have the sustained 
volume of production, he would probably have to sell the first prop- 
erty at a lower price than even FHA ascribed to its original value 
because the mortgage would be relatively low in comparison to that 
value. 

That is one thing that occurs to me just as you asked the question, 
but I can’t see what bearing cost has on value when you have a valua- 
tion concept in the first place. 
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I don’t think the automobile dealer, for example, is penalized be- 

cause he doesn’t pay as much for the : automobile that you drive. 

Mr. Witxtamson. Mr. Addonizio, I wonder if I could add one thing 
that is very important, and that is that the more efficient builder in 
this case would have more cash equity in the property ; and cash equity 
in rental projects ties up capital for a long period ‘of time at a rela- 

tively low yield, because this is sort of like a limited-dividend cor- 
poration. So you are penalizing the more efficient builder by re- 
quiring him to tie up capital over a long period of time that he can’t 
recapture except in very small portions during the life of the project. 

Mr. Apponizio. I think there is some merit to what you say, and 
actually what I am trying to do is get some ammunition for our doing 
some of the things that you suggest. 

Now I believe also in your statement that you suggest changing the 
cost. certification method in section 207. Why couldn’t we merely 
change 207 from 90 percent of value to 90 percent of replacement 
cost? Wouldn’t that do the job? 

Mr. Git. It would result in some improvement in the section but 
it is not going to answer our objection, because I feel the builder 
should be allowed the fruits of his labor; that the builder's profit 
is recognized under your present act. It is the application of the 
certification, the modus oper randi, that is wrong. 

We are not objecting to the principle of cost certification, however, 
and we agree wholeheartedly with this committee and other com- 
mittees of Congress that have worked with the problem in the past, 
that there should not be a windfall possibility, and we feel that we 
have precluded any such possibility under our recommendation. 

Mr. Rains. Mr. Widnall. 

Mr. Wipnatu. Mr. Chairman, Mr. Scott, Mr. Gill, it is especially 
pleasing to me, coming from New Jersey, to see three of the expert 
witnesses from New Jersey this morning, you two and Mr. Mitnick 
before you. 

You made a fine statement. 

Mr. Scott, I am interested in your criticism of Fannie May in 
rejecting FHA mortgages. In a recent letter, Mr. Cole reported that 
during a 2-month sampling period from November to December 195 Ty 
out of oo mortgages offered to Fannie May for purchase, only 
421, or 4.5 percent, were rejected ; sci that three-fifths of the declina- 
tions were loans on new construction, and two-fifths on older houses. 

This would appear to rebut your conclusions that Fannie May is 
exercising rigid selectivity in its purchase requirements on existing 
housing. 

Mr. Scorr. I cannot quarrel with Fannie May’s figures. I am sure 
they are correct, but the truth of the matter is that the objection 
is not to what they say but to what they don’t sa 

‘annie May’s discrimination against the ogabne house is so well 
a n in the trade that lenders who might or dinarily originate loans 
with some prospect of delivering them to Fannie May “have given 
up, because they know that there is no opportunity of selling ‘them 
to Fannie May, and as a result they decline FHA and VA loans of 
a certain type on existing houses. And the only means of financing 
those houses therefore is conventional financing with, in many cases, 
secondary financing in back of that. 


28431—58——_35 


apes asm 


ee 


| 
i 











538 HOUSING ACT OF 1958 


Mr. Wipnat. Has that statement been proven by recent applica- 
tions, or is it something that you have just had a feeling about ¢ 

Mr. Scorr. No; that is the actual experience of our people, many 
of whom, of course, are in the mortgage-lending business. 

Mr. Wit1amson. Mr. Widnall, you will recall, I think, last year 
that the subcommittee was very much concerned over the upsurge 
in second-mortgage financing. We asked many of our people 
throughout the country to give some explanation for that, and one 
of the principal reasons was the fact that many of the smaller homes 
and the older homes were not going FHA because the lender felt 
that Fannie May was rejecting so many that they just went conven- 
tional with second mortgages. 

We felt then—in fact it was at that time that our directors developed 
this particular recommendation, because by providing for such a stand- 
by commitment the lender would then be sure before he originated the 
loan whether it was eligible for Fannie May, and consequently many 
homes would go FHA when otherwise they would go conventional. 

Mr. Wipnatzt. What is the principal source of financing of homes 
sold by realtors ¢ 

Mr. Scorr. Life insurance companies, savings banks, and savings 
and loan associations. I don’t know the exact percentage in each 
category, but I would say that the savings and loans represent a very 
large proportion of the funds invested in home mortgages. 

Mr. Wipna.u. If the proposals of the savings and loan associations 
were adopted, wouldn’t you have a wider market to sell homes? 

Mr. Scorr. Yes, we would if our amendments were also adopted. 
I think the success of this program is dependent upon the adoption of 
the recommendations that we make. In its present form, as a matte! 
of fact, our association debated whether we should oppose the plan 
because of the objectionable features, or whether we should support 
it subject to the amendments that we suggest, and we decided that the 
principle was in keeping with our philosophy. 

We think that the principle of expanding homeownership to the 
maximum number of people without subsidy and without impairing 
the soundness of the financing institutions that would partic ipate was 
good. But unless these amendments are adopted, the plan can’t work, 
in our opinion. 

Mr. Wipnatt. I think it is pretty clear to most of us that the plan 
would have to be wider in scope so that all lending agencies would have 
the opportunity to participate. 

Mr. Scorr. Definitely. 

Mr. Wipnau. There isn’t much disagreement about that. We have 
heard quite a bit recently about the certified agency program of the 
FHA. What has been the reaction of the realtors to that program ? 

Mr. Scorr. Well, the realtors are very enthusiastic about that and 
we commend Commissioner Mason and the members of his staff for 
having not only programed this idea but also of having made it work. 
The only quarrel that we have is that it has not yet been extended to 
the other sections of the country. If it were, we would have a much 
eater participation in homeownership by people who are desirous 
ot 

The certified agents program, in itself, is a very well conceived and 
fine program that is operating well in those sections where it has been 
put into effect. 
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Mr. Wipnatu. Do you believe that it is a full answer to the home 
mort gage problem ? 

Mr. Scorr. I think if the certified agents program were made avail- 
able to all sections of the country it w ould eliminate the necessity for 
the home loan guaranty program, sponsored by the United States 
Savings and Loan League. I think, as a matter of fact, that it would 
be a better answer than the home loan guaranty program. 

Mr. Wipnatu. That is all. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. One question, Mr. Chairman. 

Mr. Scott, with re oe to the trade-in program, of course, this 
program benefits the buyer as well as the seller; doesn’t it? 

Mr. Scorr. That is correct. 

Mr. Barrerr. Particularly so for the builder, and it may be some- 
what of an advantage to the buyer. Wouldn’t it be advisable to have 
some protection for the buyer who is buying a trade-in / 

Mr. Scorr. I don’t quite follow you on that, Mr. Barrett. 

Mr. Barrerr. Let me give you an example. 

Mr. Scorr. Well, you see, at the present time the builder or the 
broker, whoever takes the house in trade may only obtain 85 percent 
of the mortgage amount to which an owner-occupant would be entitled. 

That means if the builder takes the house in trade, he gets that lesser 
amount. He closes the loan, he then offers the property for sale after 
perhaps having made some repairs and having undergone considerable 
expense in the way of legal fees, and other expenses, and then a pur- 
chaser comes along, pays a reasonable price for it, is then entitled to 
the higher amount. 

Lut that mortgage must be completely processed through the FHA 
and closed as a new loan paying off the previous loan, and you have 
complete duplication of processing and complete duplication of costs 
which have to be borne by someone. 

Now, this is discouraging to the builder and it is also going to be 
partly, if not entirely, passed on to the subsequent purchaser. 

Mr. Rains. In other words, he gets two closing costs? 

Mr. Scorr. Yes; duplicate closing fees. 

Generally, most lenders charge a flat charge, so the flat charge would 
be charged twice; once against the builder, and once against the ulti- 
mate purchaser. 

Now, the builder gets no more money. Tle simply escrows 15 per- 
cent of the total amount, and that amount would— 

Mr. Barrerr. It isn’t the builder, it is the broker we are interested in. 

Mr. Scorr. What? 

Mr. Barrerr. We will exclude the builder. It is the broker we are 
talking about. 

Mr. Scorr. Many times the broker takes the house in trade instead 
of asking the builder to take the house in trade. 

For example, the broker produces a customer for the builder’s house 
but the customer is reluctant to sign a binding contract for the pur- 
chase of the new house, not knowing whether his house will be sold, 
and, if so, at what price. 

The builder refuses to take the house in trade, so the broker takes 
the house in trade to make the original deal possible. 

Mr. Barrerr. You see no windfalls in this procedure ? 
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Mr. Scorr. It is impossible. 

Mr. Barrerr. On the basis of the price paid for the trade-in house 4 

Mr. Scorr. That is absolutely impossible, because this is not a cost 
program, this is a value program. 

The FHA only grants a mortgage based on its estimate of the eco- 
nomic value of that program for long-term lending purposes, so a 
windfall is physically impossible. 

Mr. Barrerr. That is all. 

Mr. Rains. Mr. Betts. 

Mr. Brerrs. No questions. 

Mr. Rains. Gentlemen, I want to thank you for a good statement. 
We could talk with you all day. Time is of the essence with us and 
I must confess as hard as we tried we were unable to get through with 
all of our witnesses by the noon hour. 

Mr. Boyd, will it inconvenience you greatly to come back at 2:30 
this afternoon ? 

Mr. Boyp. Not one bit, sir. 

Mr. Rats. I will ask the committee to be back at 2: 30. 

(Whereupon, at 12 o’clock noon, the subcommittee was adjourned, 
to be reconvened at 2: 30 p.m., the same day.) 


AFTERNOON SESSION 


Mr. Rats. The committee will be in order. Mr. Boyd, we appre- 
ciate your agreeing to come back this afternoon. We were running 
short of time this morning. 

Mr. Boyp. Thank you, Mr. Chairman and gentlemen. 

I want to thank you for the opportunity of appearing before this 
subcommittee. First I would like to introduce the gentlemen with me. 
Mr. Hubb Hill of Dallas, Tex., the president of the Wherry Housing 
Association. 

Mr. Ratns. We are glad to have you. 

Mr. Hix. Thank you, sir. 

Mr. Boyp. Mr. Hamilton Shields of Portland, Maine, a vice presi- 
dent of the Wherry Housing Association. Mr. George Leonard of 
San Francisco, Calif., vice president, and Charlie Knott of Baltimore, 
Md., the secretary-treasurer. 

Mr. Rarns. It is nice to have you gentlemen. 

Mr. Boyp. Mr. Chairman, in the interest of time, if my formal 
statement may be filed in the record, I will not read all of it. 

Mr. Rartns. The entire statement may be included in the record. 

Mr. Boyp. Thank you, sir. 


STATEMENT OF ROLAND BOYD, GENERAL COUNSEL, WHERRY 
HOUSING ASSOCIATION, ACCOMPANIED BY HUBB HILL, PRESI- 
DENT; HAMILTON SHIELDS, VICE PRESIDENT ; GEORGE LEONARD, 
VICE PRESIDENT; CHARLES KNOTT, SECRETARY-TREASURER 


Mr. Boyp. My name is Roland Boyd. I live in McKinney, Tex. I 
am actively engaged in the private practice of civil law. Since Octo- 
ber 15, 1957, I have been general counsel of the Wherry Housing 
Association. 
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I would first like to talk about the present situation with reference 
to Wherry housing. I would like to direct your attention to the table 
at the top of the s second page. This table was prepared by our execu- 
tive secretary and it shows the status of Wherry ac quisition as of July 
1, 1958. Some of the facts this reveals are as follows: 

The Air Force originally had 62 Wherry projects. They have 
acquired 33 of these by negotiation. They have 11 in condemnation. 
They have 18 remaining in private ownership. The Army originally 
had 56 projects. They have acquired 1 by negotiation ; they have 
placed 18 in condemnation. They have 37 remaining in private 
ownership. 

The Navy originally had 64 projects. They have ac quired three by 
negoti ition. T hey have placed six in condemnation. T hey have 55 
remaining in private ownership. It is obvious from this that the Air 
Force has been aggressive 1n acquiring by negotiation. The Army 
has been aggressive in putting the owners in condemnation. The 
Navy has not. been aggressive on either. 

Mr. Barrerr. Mr. Boyd, do you want to be questioned as you go 
along ¢ 

Mr. Ratns. I believe it would be better to let him finish his state- 
ment. Make a note of your question. 

Mr. Boyp. I would next like to direct the committee’s attention to 
the fact that the Congress has determined that. it is in the best Govern- 
ment interest that Wherry housing be acquired. 

[ am now referring to page 4 of my statement, near the bottom. 
"om al examples of committee reports are as follows: 

The Banking and Curreney C omiittee of the House on page 18 
of ite port No. 313 (85th Cong., Ist sess., 1957) said : 

Your committee believes strongly that Wherry housing on or adjacent to mili- 
tary bases should be owned and operated by the military department concerned. 

The Armed Services Committee of the House, in Report No. 638, 
page 31, June 26, 1957, said: 

As the Armed Services Committee pointed out last year, the savings to be 
effected are so large that it would be an unreasonable man, indeed, who would 
deny the wisdom of embarking upon this program of purchase. 

The Senate Armed Services Committee in Report No. 842, page 6, 
August 8, 1957, said: 

Recognizing that Wherry units would be in existence at military installations 
for perhaps the next 60 to 70 years, and that in many instances it would be 
desirable for the military departments to purchase them, Congress enacted 
rae acquisition legislation in 1955. 

The Senate Committee on Appropriations in report No. 980, page 
Se 15,1957, said: 

It appears that the continued operation of these projects under the present 
conditions is excessively expensive to the Government, and that the best interest 
of the Government will be served if the military will proceed with dispatch and 
acquire these projects. 

The House Committee on Appropriations in report No. 1009, 
page 6, August 6, 1957, said: | 

These owners have businesses to operate and are certainly entitled to know 


what the plans of the Government are with respect to the acquisition of these 
projects. 
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From the above it is amply clear that Congress wants these projects 
acquired. 

There are many sound reasons for acquisition of Wherry. On pages 
5, 6, and 7, we list our idea of several of the sound reasons for this 
acquisition. We know of no sound reason for not acquiring Wherry. 
We think the law should be amended making it mandatory to acquire 
Wherry or making it mandatory to acquire Wherry at permanent 
installations. 

On last Friday, July 11, 1958, the Senate passed the Housing bill 
of 1958, S. 4035. This bill contains provisions giving more definite 
proc edures for acquisition. Although the association did not initially 
sponsor this legislation, we do recognize that it is an attempt to correct 
many evils which now exist in this complex situation. We favor the 
enactment of this part of the bill. 

I do not want to unduly burden you, but I would like to say one 
other thing. I think when the word aw! herry” is mentioned, the first 
thing that pops into most Congressmen’s minds is this: “Oh. Those 
are the boys who made too much money.” I believe this is due to the 
adverse publicity Wherry got in 1954. 

In my judgment, this was not jus tified in most instances. I have 
spent most of my time for almost 3 years now on Wherry problems. I 
feel that I know more about the overall Wherry facts and problems 
than almost any person (if I don’t, my clients have thrown away a lot 
of money, because they have paid me to get the straight facts and assist 
in the solution of their problems. ) 

I believe this to be an accurate analysis of the overall construction 
profit situation ; Wherry people can be divided into three classes : I have 
spent the major portion of my time for about 3 years now trying to get 
at straight Wherry facts and trying to work on Wherry problems. 
Generally speaking, I think these three classes with reference to con- 
struction profit are these: 

I would say that class No. 1 of the owners is the big majority of 
the owners, probably between 60 and 80 percent, and they came out 
fairly close to wh: it they were supposed to under the law and ite admin- 
istration. I would say that class No. 2 is about half of the balance and 
that in that group are those that lost or had to invest a great deal of 
money, that they certainly did not expect to and they were not sup- 
posed to when they undertook their obligations and that m: iny of these 
were completely wiped out by the Wherry undert: akings. 

I would say that generally speaking, class No. 3 has about as many 
in it as class 2. These are the ones who made money on construction. 
They made it, in my judgment, in about the same varying degrees as the 
class who lost money on construction. 

I believe that the money made was largely due to diverting efficient 
and experienced construction organizational setups to this endeavor. 
Many of those setups included ownership in material furnishing com- 
panies. The materials were diverted to this operation. 

In my judgment, 98 percent of the Wherry people have nothing to 
be ashamed of in their construction picture. They are a cross-section 
of free American enterprise. True, they are an adventuresome lot, 
otherwise they would have never responded to the Government in- 
vitation in so hazardous a field as this. They all took the risk; just 
because some fared better than others is no sound justification for 
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penalizing them now. The construction profit which most owners 
made was much less than the builder’s fees which they were entitled to 
according to FHA regulations. Most owners waived these fees. 

Certainly classes No. 1 and No. 2 are entitled to fair treatment, but 
what about class No. 3, s ones who made money on constr uction? If 
any Wherry owner is guilty of malfeasance, the Wherry Association 
does not condone his actions in any manner. 

If he down-graded his project in order to make his profit, he was not 
performing as he should; but if on the other hand he played the game 
according to the accepted rules and due to know-how he was able to 
build according to Government-approved plans and specifications with 
Government on-site inspection at all times, the fact that he made money 
should not embarrass and penalize him. 

Every one of them expected to make money when they undertook 
their obligations, that was the deal, that was what attracted them. I 
feel that much of the misundersts inding about Wherry stems from the 
fact that some Government employees think all profit made by pri- 
vate enterprise in dealing with the Government is a windfall. I 
could take all day on this subject and never repeat anything twice, but 
[ will leave it with this statement: If there is any member of the com- 
mittee who has any question concerning Wherry profit, I would be 
happy to try tovanswer it. 

To summarize, I believe S. 4035 as it pertains to Wherry, would do 
much to clear up confusion and eliminate unnec essary strife which now 
exists between Wherry owners and the Government. Congress has 
determined that it is in the best Government interests that Wherry be 
acquired. There are many reasons which dictate that this is wise. 

In our judgment there is no sound reason for not acquiring Wherry. 
Therefore, we think the law should be amended so as to make it manda- 
tory that all Wherry be acquired at permanent installations. 

Thank you, gentlemen. 

Mr. Rarns. Thank you. Questions? 

Mr. Barrerr. [ just wanted to ask one question, Mr. Chairman. 
You say the Air Force proceeded in condemnation on 11 of its ag ts. 
You have 18 in the Navy, or rather, in the Army and 6 in the Navy. 
What was the reason for going to condemnation ? 

Mr. Born. In the Air Force? 

Mr. Barrerr. In all of the condemnations. Would the reasons run 
about the same? What was the Air Force’s reason for going to 
condemnation ¢ 

Mr. Boyp. I do not know, sir. I would imagine that one situation 
that brought that about was the fact that the formula was based on 
the Commissioner’s estimate of replacement cost as a final endorse- 
ment of the mortgage. Now many of these people had to make sub- 
stantial investments in order to complete the project. 

Mr. Rains. His question, Mr. Boyd, is directed as to reasons. Of 
course, the reason is that it is written into the law that they shall ac- 
quire them at all places where title 8 or Capehart housing is built. 
Apparently what happened was they broke down in negotiations 
and that was the only course open. It had nothing to do with the 
deterioration of the project. 

Mr. Boyp. I don’t think so; no, sir. 
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Mr. Rats. Mr. Boyd, as I understand it, you favor the Senate bill, 
S. 4035, as is, speaking for the Wherry Association, but you would 
like to see it go one step further than the Senate bill and that is to 
make it mandatory, regardless of whether they build title 8 housing, 
to acquire the Wherry units if it is a permanent base ? 

Mr. Boyp. That is right. 

Mr. Rarns. Do you believe that represents the sentiment of the 
majority of the W herr v Association ? 

Mr. Boyp. I believe it represents the feelings of the majority. We 
had a resolution of the board of directors several months ago. They 
went on record in resolution as favoring mandatory acquisition of 
everything within the continental United States. 

A few months later, the Wherry owners from Hawaii came in and 
asked that it be amended to include them also. 

Mr. Ratns. Now I believe—of course, I am not sure about this— 
but I believe the only really firm committee report that followed up 
just what you said about acquiring them all was the House language 
in 1957 which you quoted. I don’t believe the Senate has ever said in 
a report of their own that they favored the acquisition at places other 
than where Capehart housing was being built. 

Mr. Boyp. I think that is correct, except—well, like the Senate 
Armed Services Committee in their report last year, they said recog- 
nizing that Wherry units would be in existence at military installa- 
tions for perhaps the next 60 or 70 years, and that in many instances 
it would be desirable for the military departments to purchase them, 
Congress enacted permissive acquisition legislation in 1955. 

Mr. Rains. You have no objection to the clarifying amendment 
on procedure in the Senate bill which does not repeal any of the pres- 
ent Wherry language but merely adds to it another possible recourse? 

Mr. Boyp. No, sir, we do not. We think it clarifies procedures that 
need clarifying materially. 

Mr. Rarns. I am glad to hear you say that. There are a great 
many questions we c ‘ould ask, but you don’t request too many changes. 
You say stick with the Senate bill and if you can put in an additional 
point to make it mandatory at all permanent bases, and leave the rest 
of the act as to Wherry housing as it is? 

Mr. Boyp. That is correct. 

Mr. Rains. That makes it easier for the committee than we have 
had it for many years. 

Any questions ¢ 

Mr. Apponiz1o. I have one question. 

On page 2 of your statement, Mr. Boyd, where you have these fig- 
ures as to the status of Wherry housing as of July 1, 1958, I notice 
in those projects acquired by negotiation, the Air Force has acquired 
33, the Army 1, and the Navy 3 

Mr. Boyp. That is correct. 

Mr. Apponizi1o. Now, why is it that the Air Force is so aggressive 
in this direction and the other services are not 

Mr. Boyp. Well, I just have my guess about that. I think the Air 
Force studied the congressional reports and so forth and tried to 
figure out congressional intent, and thought that Congress wanted 
these acquired and got busy and started doing it. 

Mr. Rarys. In other words, you think they tried to carry out the 
act 
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Mr. Boyp. That is my personal opinion; yes. 

Mr. Apponiz1o. And you feel, in other words, too, then, that the 
Army and the Navy are not carrying out the intent of Congress ? 

Mr. Boyp. Well, I think they are being mighty reluctant about it. 

Mr. Apponizi1o. And the only way we can “bring this about is by 
making it mandatory ? 

Mr. Boyp. That is my firm conviction. 

Mr. Apponizio. Thank you. 

That is all the questions I have, Mr. Chairman. 

Mr. Rains. Is there any particular prime reason as to why they 
haven’t negotiated more successfully in the Army ? 

Mr. Boyp. Well, Mr. Chairman, we don’t think they have ever at- 
tempted to negotiate. We think there is a pattern that they have 
been following of sending a messenger with one figure and the mes- 
senger explains when he brings the figure, “I don’t have any authority 
to negotiate.” 

Mr. Ratns. Well, it is a fair statement for the chairman of the 
committee to make after all of the observation I have had of this 
act for so many years, that the Army and the Navy are dragging 
their feet on the deal, and, to put it in plain English, don’t want to 
do it even though the Congress says for them to do it. 

That is what it amounts to. 

Mr. Boyp. If they had proceeded under Public Law 1020 as the 
Air Force did, there wouldn’t be any need in our coming up here 
today. 

Mr. Ratns. We would be way along the road. 

Mr. Boyp. That is right. 

Mr. Rarns. You make an accurate statement, Mr. Boyd, and I agree 
with it thoroughly. 

(The complete statement of Mr. Boyd follows :) 


STATEMENT OF ROLAND Boyp, GENERAL COUNSEL FOR THE WHERRY HOUSING 
ASSOCIATION 


Chairman Rains and gentlemen, thank you for the opportunity of appearing 
before you. 

My name is Roland Boyd; I live in McKinney, Tex. I am actively engaged in 
the private practice of civil law. Since Oc tober 15, 1957, I have been general 
counsel of the Wherry Housing Association. 

The Wherry owners are a cross section of free American enterprise. At the 
invitation of the United States they entered the military housing field. They 
used their experience, their time, their labor, their talents to build this housing 
according to Government approved plans and specifications and under Govern- 
ment supervision. We feel that most of them did an excellent job. They own 
this property and they, being businessmen, want to protect it. They want and 
expect fair treatment, no more and no less. They have faith in this committee, in 
the House, and in the Senate. They know your duty is to get the facts from 
both sides. They know that you will conscientiously try to work out sound and 
fair legislation. 

We believe we can assist this committee. The Wherry Housing Association feel 
that they know the military housing situation. If there are any facts which we 
have, that we do not present to you, we will be happy to furnish them. 

In the interest of time I would like to make a formal statement and then 
attempt to answer any questions any of the committee might wish to ask. If rep- 
resentatives of the military are present and have any questions, if you procedure 
permits, we would be happy to try to answer their questions also. 
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First I would like to talk about the present situation. 


Status of Wherry acquisition as of July 1, 1958 


| | 
Total Wherry | Acquired by Placed in con- Remaining in 
built negotiation demnation private ownership 
Branch of service a a te a ee ee dl 2s, tals NZ 
| Projects | Units Projects | Units Projects | Units | Projects Units 
| 1 ! i 
Air Force as 62| 37,107 | 33] 18, 862 11 7,871 18} 10,374 
RENEE ndchenpsnwenes! 56 | 22, 236 | 1| 1,700 | 18 | 11,109 37 | 9, 427 
eres 64] 24,503 | 3 2, 809 | 6| 2,432 55 19, 262 
TE cs cides 1s2 | 83, 846 | 37 | 23, 371 | 35 21, 412 110 | 39, 063 
\ | 


There were originally 83,846 Wherry units located at 182 military installations. 
As of this date 44,783 units have been acquired or are now in condemnation. Of 
these 44,783 units, the Air Force has acquired or placed in condemnation 26,733 
units. Of these, the Air Force acquired 18,862 units by negotiation and placed 
7,871 in condemnation. The Army acquired 1,700 units and placed 11,109 units 
in condemnation. The Navy has acquired 2,809 units by negotiation and placed 
2,432 units in condemnation. It is obvious that the Air Force has been aggres- 
sive in acquiring by negotiation. The Army has been aggressive in putting the 
owners in condemnation. The Navy has not been aggressive on either. 

All acquisitions have been under Public Law 1020, which this committee and 
your counterpart in the Senate did so much hard work on in 1956. The Air Force 
within about 6 months after the passage of Public Law 1020 announced a policy 
of acquiring all Wherry. They have demonstrated that if properly applied Public 
Law 1020 was good sound legislation, and provided the machinery for the military 
and the Wherry owner to get together around the conference table, both sides get 
at the facts and work out their problems in a sane and sensible manner. Had 
the other branches of the service followed the same policy, your committee would 
not be concerned with additional iegislation at this time. 

There is much strife between the Army and the Wherry owners, who are now in 
condemnation. The following are typical examples of the Wherry owner com- 
plaints: 

1. Public Law 1020 gave the military the choice of acquiring the Wherry Cor- 
poration by a stock purchase or by buying the housing asset only. If the stock 
of the corporation was purchased, the military would own all the corporation 
assets, including reserve for replacement funds, ete. But the Army chose 
to purchase the housing assets only and not the stock and in many instances have 
tried to get the reserve for replacements, which clearly belongs to the corporation. 

2. Wherry owners have been offered, through messengers, with no opportunity 
to negotiate, say $700,000 for their property for which their appraisers had told 
them was worth twice that amount, and when the offer was rejected, condem- 
nation would be filed and the military and/or Justice Department would cause 
$200,000 to be deposited in court as just compensation for their property. Then 
their property would be taken over, their income stopped, with refusal to release 
reserves for replacements, followed by months upon months of worry, heavy 
legal expense, travel, appraisal expense, on a crowded court calendar, with the 
prospect that when the case is finally reached and tried both sides will prob- 
ably appeal. The atmosphere is such that these Wherry owners can see no end 
to their task, expense, and strife. 

3. Many Wherry owners whose cases are in condemnation have been called 
on by agents of the FBI for permission to check their books and records. The 
owner and his attorney hesitate not to open their books to them. Some that have, 
have had the agents stay in their offices for weeks. This is embarrassing to them 
and to their employees. Since the case is in court and the only question which 
the court is concerned with is present day value of the property, they feel that 
this is not justified. I believe any impartial disinterested person would have the 
same reaction. 

4. Wherry owners who are not in the mandatory category know the military 
needs additional housing. They know that much is being built now and that 
more is planned. They feel that, say 1 or 2 years from now, when much of this 
new needed housing is built at installations other than theirs, the military will 
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favor the installations with new housing and that their occupancy will go below 
the breaking point. 

Next I would like to give the committee our idea of what it will take in the 
way of legislation to clear the confusion: : 

In our judgment two things are needed at this time: (1) Mandatory acqui- 
sition of all Wherry or mandatory acquisition of all Wherry at permanent 
installations ; and (2) More clearly defined procedures for acquisition. 

Let’s take up mandatory acquisition first : 

(a) Congress has determined that it is in the best Government interest that 
Wherry housing be acquired : 

Typical examples of committee reports are as follows: 

1. The Banking and Currency Committee of the House on page 18 of Report 
No. 313 (85th Cong., Ist sess., 1957) said: “Your committee believes strongly 
that Wherry housing on or adjacent to military bases should be owned and 
operated by the military department concerned.” 

2. The Armed Services Committee of the House, in Report No. 638, page 31, 
June 26, 1957, said: “As the Armed Services Committee pointed out last year 
the savings to be effected are so large that it would be an unreasonable man 
indeed who would deny the wisdom of embarking upon this program of pur- 
chase.” 

3. The Senate Armed Services Committee in Report No. 842, page 6, August 8, 
1957, said: “Recognizing that Wherry units would be in existence at military 
installations for perhaps the next 60 to 70 years and that in many instances 
it would be desirable for the military departments to purchase them, Congress 
enacted permissive acquisition legislation in 1955.” 

4. The Senate Committee on Appropriations in Report Ne. 980, page 11, 

August 15, 1957, said: “It appears that the continued operation of these projects 
under the present conditions is excessively expensive to the Government, and 
that the best interest of the Government will be served if the military will 
proceed with dispatch and acquire these projects.” 
5. The House Committee on Appropriations in Report No. 1009, page 6, August 
6, 1957, said: “These owners have businesses to operate and are certainly 
entitled to know what the plans of the Government are with respect to the 
acquisition of these projects.” 

From the above it is amply clear that Congress wants these projects acquired. 

(b) There are many sound reasons for acquisition of Wherry, to wit: 

1. It would permit reduction in rents. 

2. It would resolve problems involving local taxes. 

8. It would permit alteration and repairs to bring some units up to appropriate 
housing standards, 

4. It would permit assignment of personnel to such units, and allow the mili- 
tary to more efficiently manage their housing establishment, in that they would 
have management control of Wherry the same as they do old appropriated 
fund housing, new appropriated fund housing, and Capehart housing. This 
increased efficiency would certainly aid troop morale. 

5. It would relieve fear of competition now experienced by practically all 
project owners. Owners in order to protect themselves, feel that they must 
continually be alert as the military asks for appropriated fund housing or as 
Capehart is completed. They feel that as the number of Capehart units increase 
the military are going to favor these installations and that whether Capehart 
is at or near their location or not, their occupancy will suffer. They are dis- 
turbed by reports that Capehart has been canceled or deferred at many bases 
purely because the military did not want to acquire Wherry. 

6. It would reduce the chances of expensive litigation. Eighteen projects 
have defaulted. There are a few more which have never had sufficient occupancy 
to make it a successful operation. Some of these owners have tremendous in- 
vestinents in money, time, and effort in these projects. Two projects have already 
filed cases in the Court of Claims: doubtless many more will in the future. 
Acquisition would eliminate this litigation. 

7. Acquisition would resolve the problems brought about by the incompatibility 
of the military and private enterprise in the management of military housing. 

8. It would resolve the difficulty most Wherry owners are having, since the 
acquisition of some projects started, in keeping capable managers and other key 
personnel. Many owners now are forced to pay sizable bonuses in addition to 
adequate salaries. 
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9. It would resolve the difficulty which arises because many prospective tenants 
are refusing to move into Wherry because they have heard of acquisition eise- 
where and feel that their tenure would be temporary only. 

10. As the congressional committees have reported, it would be a wise invest- 
ment for the Government to make, this is doubly so since they will be self- 
liquidating. 

11. Military operation could eliminate many costs that the Wherry owners 
must pay. 

(c) Most Wherry is going to be acquired. Reason dictates that the job be 
completed and all be acquired. 

1. If a remnant of Wherry remains in private hands, it will necessitate the 
keeping of files, records, and staffs in many departments in FHA, the Depart- 
ment of Defense, the Air Force, the Army, the Navy, and the Marines intact at 
great expense, with practically nothing to do. 


2. If the military now certify that any bases where Wherry is located are 


not permanent, since Wherry was set up with 32-year payout mortgages and 
since the military in all instances certified, such a short time ago, that the bases 
were permanent and testified that there could be no doubt at least through the 
life of the mortgages, more than likely there will be long and expensive liti 
gation. 

5. As long as any Wherry remains in private ownership, those owners are con- 
stantly faced with numerous expensive trips to Washington with employment 
of attorneys, etc. 

Now, let’s take up more clearly defined procedures for acquisition 

On last Friday, July 11, 1958, the Senate passed the housing bill of 1958 
(S. 4035). This bill contains provisions giving more definite procedures for 
acquisition. Although the association did not initially sponsor this legislation, 
e do recognize that it is an attempt to correct many evils which now exist in 
his complex situation. 





As I see the strife which both the Wherry owners and the Government are 
having, it is due to the fact that many important people in the Government claim 
that Wherry property has no value or, at best, only a nominal value. This con 
fusion arises because Wherry is such a peculiar species of property that the 
well-established legal principles which have been worked out in our Nation’s 
past are for everyday or run-of-the-mill property. They simply do not fit Wherry. 
The result is that the Government can select a well-qualified appraiser whose 
integrity has never been questioned, and he will appraise a Wherry project and 
say the equity is worth $500 per nnit and the owner can employ an appraiser of 
equal ability and integrity who will just as conscientiously say that the property 
is worth $4,000 per unit equity. Actual experience is pointing up many varia- 
tions of the above situation. Some owners, in employing two or more well- 


qualified appraisers, are finding so much variance in their reports that there is 
no way to reconcile them. We believe the Government is having similar experi 
ences, otherwise why would they offer $700,000 for the equity in a project and, 
after the owner turns the offer down as being grossly inadequate, then file a 


condemnation suit and deposit only $100,000 as just compensation. For many 
months now this type of situation has been occurring in many parts of the 
Nation. Of course, the Wherry owners are confused and upset about it. You 


cannot blame them 

As I understand S8. 4035, it would leave intact the provisions of Public Law 
1020 under which the Wherry projects have been acquired to date. Since so 
many projects have been acquired (particularly by the Air Force) under Public 
Law 1020, I certainly feel it would be a serious mistake to repeal ths pro- 


. \ 


S. 4035 does not repeal this provision. But in case the owner and the 
Government cannot agree in negotiation under this law, and they certainly have 
not been able to, the way the Army is proceeding (I believe out of 19 projects 
the Army acquired 1 by negotiation and had to file condemnation suits in 18 of 
them), then, if S. 4035 is passed, the owner can be reasonably assured of a fairly 
quick hearing before a commission and not have to wait 2 or 3 years until his 
ease can be reached in a crowded and congested jury-trial calendar. The Federal 
judge still has control of the case: he can reject the commission's report com 
pletely, or reject or revise any part of it according to his own best judgment in 
light of the facts in any particular situation. This would save both sides the 
vexation and harassment of long delays usually incident to jury trials. It would 
also save substantial amounts of money for both sides. 


vision; 
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It might be argued that the provision, “any commission appointed hereunder 
shall give full consideration to replacement costs and fair depreciation” (lines 
20-22, p. 60), is not a sound provision since the formula in Public Law 1020 
bound the owner to the Commissioner’s estimate of the replacement cost as of 
final endorsement of the mortgage and this provision, above quoted, means cur- 
reut replacement cost, less fair depreciation. I think this provision is sound 
for the following reasons: 

1. The present formula in Public Law 1020 remains, and it has already been 
demonstrated when this formula is fairly applied in bona fide negotiations most 
owners will sell their property on this basis, although they feel they are being 
penalized by being deprived of much of the advancement in building cost since 
their projects were built. This is so because there is an inherent reluctance 
on part of all businessmen to go to court. However, if he feels that the Govern- 
ment’s offer is so low he cannot possibly accept it and, therefore, he decides to 
brave the stormy journey of a trial then, if S. 4035 is passed, he will be entitled 
to present-day replacement cost less fair depreciation. How can any person 
argue that this is not fair? If the owner had bought a farm for $100 per acre 
in 1951 and it was worth $125 per acre now, why wouldn’t the owner be entitled 
to $125 per acre? Would the Government expect to get it in 1958 for what it 
eost in 1951. Of course not. The situation looks the same to me. Why should 
Wherry owners be penalized? They are private enterprise; they were invited 
into this field; they built according to plans and specifications approved by the 
Government and under Government on-site inspection. 

2. If, after the project was built, then the owner neglected it and let it run 
down, he should not be paid as much for his property as if he had maintained 
it properly. S. 4035 takes care of this, when it provides for consideration by 
the commission of fair depreciation. 

3. It seems to me that if Mr. A built his project and conscientiously carried 
out his part of the bargain but, due to no fault of his own, he has never had 
sufficient occupancy to make a successful operation, and that Mr. B built his 
project the same way and he has always had sufficient occupancy, they should 
both be entitled to the same price in acquisition, otherwise Mr. A is suffering 
a double penalty. He has already been penalized in his operation because the 
Government never furnished the tenants they promised. Now, in acquisition, if 
you Say you are going to consider Mr. A’s income in determining the value of 
his project, you are permitting the Government to capitalize on the fact that 
they have not fulfilled their original promise, to depress the price they pay for 
the property they are acquiring. This is like a boy who has murdered his 
father and mother pleading for the mercy of the court because he is an orphan. 
8S. 4035 makes Mr. A and Mr. B equal in court. This is as it should be. 

4. In several projects, the FHA Commissioner’s estimate of replacement cost 
proved to be much less than the actual cost of the project, although construc- 
tion was handled by a well-qualified and efficient organization. The formula 
in Public Law 1020 makes it impossible for this type of owner to get anything 
like a fair price in negotiation. S. 4035 corrects this evil in that it instructs 
the commission to “give full consideration to replacement cost” as distinguished 
from “shall not exceed the Federal Housing Commissioner’s estimate of the 
replacement cost * * * as of the date of final endorsement for mortgage insur- 
ance.”’ Isn’t it sounder to go back to actually what it would cost to build today 
instead of going back to what the Commissioner estimated several years ago 
it should cost? 

Gentlemen, I do not want to unduly burden you, but I would like to say one 
other thing. I think, when the word “Wherry” is mentioned, the first thought 
that pops into most Congressmen’s minds is: “Oh, those are the boys who made 
too much money.” I believe this is due to the adverse publicity Wherry got 
in 1954. In my judgment, this was not justified in most instances. I have spent 
most of my time for almost 3 years now on Wherry problems. I feel that 1 know 
more about the overall Wherry facts and problems than almost any person (if 
I don’t, my clients have thrown away a lot of money, because they have paid me 
to get the straight facts and assist in the solution of their problems). I believe 
this to be an accurate analysis of the overall “construction profit” situation : 
Wherry people can be divided into three classes : 

Class No. 1: That the big majority, probably between 60 and 80 percent of the 
Wherry owners, came out fairly close to what they were supposed to under the 
law and its administration. 
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Class No. 2: That about half of the balance lost a great deal of money; that 
they certainly did not expect to, and were not supposed to, when they under- 
took their obligations; and that many of these are completely wiped out by this 
undertaking. 

Class No. 3: That about as many made money, and in the same varying de- 
grees, as those who lost it. That the money made was largely due to diverting 
efficient and experienced construction organizational setups to this endeavor. 
That 98 percent of the Wherry people have absolutely nothing to be ashamed of. 
They are a cross section of free American enterprise. True, they are an adven- 
turesome lot; otherwise, they would have never responded to the Government’s 
invitation in so hazardous a field as this. They all took the risk; just because 
some fared better than others is no sound justification for penalizing them now. 
The construction profit which most Owners made was much less than the build- 
er’s fees which they were entitled to according to FHA regulations. Most 
owners waived these fees. 

Certainly, classes Nos. 1 and 2 are entitled to fair treatment, but what about 
class No. 3, the ones who made money on construction? If any Wherry owner 
is guilty of malfeasance, the Wherry Association does not condone his actions 
inany manner. If he downgraded his project in order to make his profit, he was 
not performing as he should, but if, on the other hand, he played the game 
according to the accepted rules and, due to know-how, he was able to build 
according to Government-approved plans and specifications with Government 
on-site inspection at all times, the fact that he made money should not embarrass 
and penalize him. Every one of them expected to make money when they under- 
took their obligations; that was the deal; that was what attracted them. I feel 
that much of the misunderstanding about Wherry stems from the fact that some 
Government employees think all profit made by private enterprise in dealing 
with the Government is a windfall. I could take all day on this subject and 
never repeat anything twice, but I will leave it with this statement : 

If there is any member of the committee who has any question concerning 
Wherry profit, I would be happy to try to answer it. 

To summarize, I believe S. 4035 as it pertains to Wherry would do much to 
clear up confusion and eliminate unnecessary strife which now exists between 
Wherry owners and the Government. 

Mr. Rarns. Mr. Ashley ? 

Mr. Asutry. No questions at this time, Mr. Chairman. 

Mr. Rarns. Gentlemen, this is a good statement and I don’t think 
that we shall have any trouble in resolving our problem here since it is 
not as big as it has been. 

We want to express our appreciation to you gentlemen for coming. 

Mr. Boyp. Thank you, Mr. Chairman. 

Mr. Rarns. It was nice to see you. 

Gentlemen, the committee is in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 2:55 p. m., the subcommittee adjourned, to recon- 
vene at 10a. m., Thursday, July 17, 1958.) 
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THURSDAY, JULY 17, 1958 


Housrt or REPRESENTATIVES, 
SUBCOMMITTEE ON ]loUSING OF THE 
CoMMITTEE ON LANKING AND CURRENCY, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10 a. m., the 
Honorable Albert Rains presiding. 

Present: Messrs. Rains, Addonizio, Barrett, Mrs. Sullivan, Messrs. 
Ashley, Widnall, and Betts. 

Mr. Rains. The committee will be in order. We will have Mr. 
Robert IE. Carter, of the National Retail Furniture Association. 

Mr. Carrer. Mr. Chairman, I would like to have Mr. Brooks, our 
staff man, sit with me. 

Mr. Rains. Very well; what is his name? 

Mr. Carrer. Mr. Derek Brooks. 

Mr. Rains. You may proceed with your statement. 

Mr. Carrer. Fine; thank you. 


STATEMENT OF ROBERT E. CARTER, REPRESENTING NATIONAL 
RETAIL FURNITURE ASSOCIATION, ACCOMPANIED BY DEREK 
BROOKS 


Mr. Carrer. My name is Robert E. Carter. I operate the Hub 
Furniture Co., in Baltimore, Carter’s Furniture in Towson, Md., am 
vice president and chairman of the governmental affairs committee 
of the National Retail Furniture Association. 

During the past 3 months our members have found it necessary to 
protect themselves from the consequences of proposals made to the 
Federal Housing Administration by carpet manufacturers and build- 
ers. ‘These were that FHA should include carpet in the home mort- 
gage security. Fortunately FHA has now made a firm decision not 
to include carpet. We applaud that decision. 

Nevertheless, the fact that FHA again gave serious consideration 
to the possibility of accepting carpet has for the second time in 2 years 
caused our members considerable expense and used much of their time 
and energy in protecting their reasonable interests. 

In 1956 similar proposals to include carpet were put forward. As 
a matter of self-protection this association also was obliged at that 
time to come before this committee. The reason NRFA members 
felt bound in 1956 and again in 1958 to appeal to Congress for protec- 
tion is that title II of the National Housing Act provides no clear 
policy guidance to FHA on the intent of Congress in relation to pro- 
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posals that items of personal property be included in the mortgage 
security nor does it provide any guidance as to the rights of interested 
parties that should be taken into account when such proposals are 
considered. 

NRFA has given this question serious study. We respectfully sub- 
mit for consideration by the committee amendments to section 203 (b) 
of the act. No. 1, avoiding alteration of established patterns of dis- 
tribution of goods to the consumer. It has been our experience on 
items which FHA has approved for inclusion in the mortgage security 
that a shift in the distribution channels of these items usually occurs. 

Retail merchants feel that their business interests can in the long 
run be profoundly affected in this way. The effect is to shift the busi- 
ness away from them and to put it in the hands of builders. Under 
conditions of normal competition, without Government intervention, 
there could be no objection, but under FHA the effect is to set up unfair 
Government- “Suppor ted c ompet ition. 

The builder is enabled to offer the item to the consumer on what 
appears to be more attractive terms with Federal insurance against 
loss. Retailers are powerless to meet such unfair Government-sup- 
ported competition. 

In helping the home buyer, FHA can severely damage the interests 
of another segment of the public, the retailers of America, and the job 
security of their employees. Retailers want the opportunity to com- 
pete freely on equal terms without Government intervention. They 
feel Congress should place a responsibility on FHA to consider the 
effect on their business interests and the jobs of their employees before 
accepting an FHA mortgage security, an item traditionally sold to the 
consumer through retail distribution channels. 

Retailers understand well that each manufacturer has to seek the 
largest possible profitable distribution for his product. They know 
that some would choose retail stores exclusively, others would sell 
through contractors. Under these circumstances the free play of 
competitive forces would determine what is best according to the way 
the consumer decides to buy. 

But the influence of the Government mortgage insurance should not 
be thrown behind one segment of business where open-market com- 
petitive forces are at work. We propose that the National Housing 
Act require FHA to take into account the effect on existing channels 
of distribution of accepting as mortgage-security items traditionally 
sold through retail stores and to consult the interested parties. 

This can be accomplished, in our opinion, by an amendment to sec- 
tion 203 (b) of the National Housing Act to read as follows: 

To be eligible for insurance under this section, a mortgage shall not include as 
mortgage-security items not presently accepted for inclusion in the area which, 
if included, will tend unnecessarily to alter, weaken, or disrupt established 
patterns of distribution of such items to the consumer. 


Now point No. 2: Excluding items of doubtful real-estate status 
from the mortgage security. Under the pressure of competition be- 
tween builders, mortgage lenders, and installment finance companies, 
abuses of sound le nding practices have developed, mainly through the 
use of the so-called package mortgage. The principal abuse has been 
the practice of classifying items of doubtful real-estate status as if 
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they were bona fide items of real estate when, in fact, they are personal 
property. 

When the package mortgage is insured by FHA, the question of the 
public interest arises. It becomes proper to question whether Federal 
assistance in the acquisition of non-real-estate items of personal prop- 
erty through the use of the package mortgage was ever intended by 
Congress or even is necessary. 

Present FHA philosophy and regulation seem to encourage the 
practice. For instance, in his letter of Janu: iry 4, 1957, to Senator 
Fulbright, chairman of the Senate Banking and Currency Committee, 
the Federal Housing Commissioner said, and I quote: 

Applications for mortgage insurance show that a high percentage of American 
families are already paying installments for automobiles, television sets, and 
other family necessities and luxuries. To add to this burden the necessity of 
contractual financing for stoves, refrigerators, and other items now handled as 
part of the real estate would undoubtedly put homeownership beyond the means 
of many families, because they could not pay the aggregate monthly charges. 

There seems to be a connotation here that FHA thinks it has the 
responsibility to develop financing terms for certain items of home- 
furnishings so that people can in effect. have their cake and eat it, too. 
It is the opinion of NRFA that for the purpose of maintaining a high 
level of home building and helping people to acquire homes, this is 
unnecessary and probably never intended by Congress. 

Whether the home buyer can afford an item or not is not the correct 
question to ask. The correct question is, Is the item a bona fide part 
of the real estate or is it a piece of personal property ¢ 

Yet FHA does not offer criteria to determine whether an item is 
to be classified as an item of real estate or should be excluded from 
the mortgage because it is personal property or a chattel. There is 
nothing in FHA’s requirements which help an appraiser decide 
whether the item is a bona fide part of the real estate or not. 

All the criteria do is to set up rules under which FHA will, 
effect, condone the fiction that a piece “ personal proper is part of the 
real estate. FILA already accepts in package mortgages numerous 
items such as washing machines, window air conditioning, ranges, re- 
frigerators, deep freezers, venetian blinds, which are items of per- 
sonal property and which are not in any sense an integral part of the 
real estate. 

In the opinion of mortgage lenders the idea of the package mort- 
gage is attractive because they vy believe it helps to cut down competition 
from chattel mortgages, conditional lenders, and finance companies 
for a share of the home buyer’s monthly payments and monthly in- 
come, 

The mortgage lender willingly takes a business risk as a result of 
the lack of security for the personal property falsely classified as real 
estate. The position of NRFA is that private financing institutions, 
assuming such business risks as free enterprisers, may engage in lend- 
ing practices they desire, but that the taking of such business risks 
and false classification of personal property items should not be aided 
and abetted by the Federal Government through FHA mortgage in- 
surance. 

In our opinion, there is a duty for FHA to draw a clear line be- 
tween items which may properly be classified as part of the real estate 
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and items which should be classified as personal property or chattels. 
We believe this responsibility can be placed on FHA by amending 
section 203 (b) of the National Housing Act as follows: 

To be eligible for insurance under this section, a mortgage shall not include as 
mortgage security items of doubtful real-estate status not presently eligible in 
the area which, if included, will tend to encourage the practice of falsely classi- 
fying them as items of real estate or real property instead of as personal prop- 
erty or chattels. 

And our point No. 3: Putting the interest of the home buyer first. 
We come now to the question whether FHA’s philosophy on accept- 
ance of items in the mortgage security properly preserves and pro- 
tects the interest of home buyers in particular and the public in gen- 
eral and carries out the true intent of Congress. 

In FHA’s letter of January 4, 1957, to Senator Fulbright, it is 
stated that an advantage to the homeowner of including personal 
property items in the mortgage security is that— 

Including these items as part of the real estate enables home purchasers to 
acquire labor-saving equipment and conveniences which they may not otherwise 
be able to afford. 

We repeat that we seriously — when Congress ever intended 
FHA to use its powers to help people buy what they could not other- 
wise afford. Under the same heading another advant: ige is said to 
be that— 

The additional burden of short-term payments added to the existing housing 
expense is avoided. 

We doubt that Congress ever intended that FHA mortgage insur- 
ance should be used as a means of enabling people to convert the 
purchase of items which are properly bought on short terms to long- 
term purchases with Federal insurance. Congress should not allow 
a Federal agency to encourage the unwise use of a home buyer’s 
funds. 

We fully recognize FHA’s desire to protect its insurance fund to 
avoid losses, and to expand home building, but we feel that these 
purposes are secondary to protecting the home buyer’s interest. In 
this connection we would like to touch on FHA’s long-established 
polic: y of accepting items for inclusion in the mortgage security, 
including items of personal property, which it has become the estab- 
lished custom to include in conventional mortgages. 

By relying on custom as a yardstick, it seems to us that FHA is 
surrendering the independence and objectivity which the public ex- 
pects of a  Devanindad agency. As stated earlier, if FHA follows 
local custom, they may be following good custom or bad custom. 

Furthermore, FHA should be wary of being sought as the tool of 
manufacturing interests who want the FHA seal of approval on a 
practice they are trying to encourage. The faith of the American 
people in the integrity of the Federal Government is such that the 
term “approved by FHA” causes them to believe that what is so 
approved, is inherently consistent with the best interest of home 
buyers. 

We believe this section can be corrected by amendment of section 
203 (b) as follows: 

In determining what items to include in or exclude from the mortgage 
security, the Commissioner shall exercise independent judgment and make his 
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determination primarily on the basis of what is in the long run economic 
interest of the home buyer and the public in general without regard for what 
may have become the practice on conventional mortgages in the area not insured 
by FHA. 


Our fourth point: Giving public notice of and an opportunity to 
comment on items to be included in or excluded from the mortgage 
security. Lastly we believe that FHA needs to develop procedures 
whereby all interested parties can be notified of proposed changes in 
FHA regulations, on what will be included in or excluded from the 
mortgage security. 


NRFA believes that this can be accomplished by an amendment 
to section 203 (b) as follows: 


The Commissioner shall maintain and publish lists of items declared eligible 
or ineligible for inclusion in the mortgage security in each area. The Com- 
missioner shall give thirty days’ public notice of any proposed addition to, deletion 
of, or alteration of any item on the list of eligible or ineligible items, such 
notice being by publication in the Federal Register. 


The Commissioner in such notice shall invite the comments of inter- 
ested persons and if these shall hold public hearings on proposed 
changes in the lists. Mr. Chairman, this augments our formal state- 
ment which you have so graciously entered into the record and we 
would just like to add these points to that statement. 

Thank you very much, sir. 

Mr. Rains. The entire statement may go in the record, Mr. Carter, 
after your statement which you have presented here this morning. 
You did a good job in going through it and covering the salient points 
of 1 

(The complete statement of Mr. Carter is as follows :) 


STATEMENT OF NATIONAL RETAIL FURNITURE ASSOCIATION 


(Amending sec. 203 (b) of the National Housing Act to provide for guidance on 
items to be excluded from or included in the mortgage security, and to require 
public notice of proposed changes) 


This statement is presented to the committee on behalf of the owners of the 
8,500 stores represented in the National Retail Furniture Association, located 
in all 48 States and the District of Columbia. 

The association was founded in 1921. Annual sales of NRFA members account 
for about 85 percent of all sales of home goods made through home furnishings 
stores. Mail order houses, department stores, contract and hotel equipment 
outlets also doa substantial additional amount of business. 

During the past 3 months, members of this association have found it necessary 
to take steps to protect themselves from the consequences of proposals made to 
the Federal Housing Administration by carpet manufacturers and builders. 

These proposals were that FHA should include carpet in the home mortgage 
security on FHA-insured homes. 

Fortunately, after due consideration, FHA has now made a firm decision not 
to include carpet. The members of this association applaud that decision. 

Nevertheless, the fact that FHA again gave serious consideration to the pos- 
sibility of accepting carpet has, for the second time in 2 years, caused the mem- 
bers of our association considerable expense, and used much of their time and 
energy, in protecting their reasonable interests in this matter. 

In 1956 similar proposals to include carpet in FHA mortgages were put 
forward. Asa matter of self-protection this association also was obliged at that 
time to come before this committee. 

It is our opinion that the reason NRFA members have felt bound in 1956 and 
again in 1958 to appeal to Congress for protection, is that title II of the National 
Housing Act provides no clear policy guidance to FHA on the intent of Congress 
in relation to proposals that items of personal property be included in the mort- 
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gage security; nor does it provide any guidance to FHA as to the rights of 
interested parties that should be taken into account when such proposals are 
considered. 

NRFA has given this question serious study during the past 3 months. We 
respectfully submit for consideration by the committee the amendments to 
section 203 (b) of the act which are attached to this statement. 

Our explanation of the proposed amendments are presented on the following 
pages under the headings: 

1. Avoiding alteration of established patterns of distribution of goods to 
the consumer ; 

2. Excluding items of doubtful real estate status from the mortgage 
security ; 

3. Putting the interest of the home buyer first ; 

4. Giving public notice of and opportunity to comment on items to be 
included in or excluded from mortgage security. 


Avoiding alteration of established patterns of distribution of goods to the 
consumer 

It has been our experience on items which FHA has approved for inclusion 
in the mortgage security that a shift in the distribution channels of these items 
usually occurs. The household appliance business is a notable example. 

When FHA declares an item as acceptable in the mortgage security, strong 
forces are set in motion tending to change the pattern of distribution of that 
item from manufacturer to consumer. Retail merchants feel that their business 
interests can, in the long run, be profoundly affected in this way. 

If the item is one which has traditionally been sold to consumers by retail 
merchants, the effect is to shift the business away from them and to put it in 
the hands of builders. 

Under conditions of normal competition, without Government intervention, 
there could be no objection to this. But under FHA, the effect is to set up 
unfair Government-supported competition. The builder is enabled to offer 
the item on what appears to the consumer to be more attractive terms of payment, 
with Federal insurance against loss in the event of nonpayment. 

This situation of unfair competition works to the disadvantage of established 
distribution channels. Merchandise is offered to home buyers at lower prices 
and longer terms than would be possible in usual distribution channels. Unfair 
comparisons of prices and terms of payment are thereby created in buyer’s mind. 
Furthermore, the problem of leakage is created as builders are tempted to buy 
in excess of their real needs in order to get lower prices on larger quantity orders, 
and then to feed the excess goods into the stream of retailing which tends to 
upset retail distribution channels. 

Retailers are powerless to meet such unfair Government-supported competi 
tion. Furthermore, nothing can prevent such competition from altering dis 
tribution patterns. No retailer selling carpet, for instance, on 12- or 18-month 
installment terms can hope to compete with builders selling on 25- or 30-year (or 
even on only 9-year) real-estate terms, with the risk on the loan underwritten by 
the Government via the backing of a Federal mortgage guaranty. 

In helping the home buyer, FHA can severely damage the interests of another 
segment of the public, the retailers of America, and the job security of their 
employees. Most of these retailers have spent a lifetime building up their busi 
ness. Usually every cent they own is invested in it. Collectively they have 
millions invested in distribution facilities to meet the home furnishing needs 
of homemakers on a continuing year-in, year-out basis. 

Retailers want the opportunity to compete freely on equal terms, without 
Government intervention. 

They feel Congress should place a responsibility on FHA to consider the effect 
on their business interests and the jobs of their employees before accepting as 
FHA mortgage security an item traditionally sold to the consumer through 
retail distribution channels. They feel they should be consulted before such a 
move is made. As interested parties, they believe they are entitled to a voice 
in the decision. 

With 1 million new houses being built each year, these houses become a major 
part of the market for many items of home furnishings. This home-furnishings 
market is now being effectively served, and always has been so served, by normal 
retail channels. The Government should not intervene in a way which diverts 
this market to the building industry. This market would be lost to retailers 
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should the Federal Government sponsor mortgage coverage of home furnishings 
and equipment, so that these items can be supplied to consumers by the building 
industry. Such a step would amount to unfair Government support of one 
group of suppliers to a market to the detriment of another. 

Retail merchants believe that the influence of the Federal Government should 
not be used to help bring about a shift in the channels of distribution of important 
items of domestic production. 

Business organizations, as well as consumers who buy from them, do not need 
the intervention of the Federal Government in a matter which should be solved 
by free market competition. 

The real question is not whether consumers should be able to have well fur- 
nished and equipped homes, but whether the Federal Government should step 
in at all, and if so, how far, to support special channels of distribution to bring 
this objective about. 

Retailers understand well that each manufacturer has to seek the largest 
possible profitable distribution for his product. They know that some would 
choose retail stores exclusively. Others would sell through contractors. Some 
would use both channels in free and open competition. 

Retailers believe that under these circumstances, the free play of competitive 
forces would determine what is best, according to the way the consumer de- 
cides to buy. They believe that the influence of the Government mortgage 
insurance should not be thrown behind one segment of business where open 
market competitive forces are at work. 

For these reasons, we propose that the National Housing Act require the 
FHA Commissioner, by law, to take into account the effect on existing channels 
of distribution, and probable damage to them, of accepting as mortgage se- 
eurity, in any locality, items traditionally sold through retail stores, and to 
consult the interested parties before making a decision to accept such items. 

This « be accomplished, in our opinion, by an amendment to section 203 (b) 
of the N nal Housing Act as follows: 

“To be eligible for insurance under this section a mortgage shall not include 
as mortgage security items not presently aeceptable for inclusion in the area, 
which, if included will tend unnecessarily to alter, weaken, or disrupt estab- 
lished patterns of distribution of such items to the consumer.” 


Ercluding items of doubtful real-estate status from the mortgage security 

Under the pressure of competition between builders, between mortgage lenders, 
and between mortgage lenders and installment finance companies, indiscriminate 
lending and abuses of sound lending practices have developed, mainly through 
the use of the so-called package mortgage. 

The principal abuse has been the practice of classifying items of doubtful 
real-estate status as if they were bona fide items of real estaic, when in fact 
they are personal property or chattels, properly subject to chattel mortgages. 

The package mortguge has come to be thought of as a device to increase sales, 
regardless of whether it is in the general public interest to use it in this way. 
It may be said to be a device for catering to the homemaker’s personal property 
needs by giving long terms of payment, using the house itself as security. 

When the package mortgage is insured by FHA the question of the public 
interest arises. It becomes proper to question whether Federal assistance in 
the acquisition of non-real-estate items of personal property through the use 
of the package mortgage was ever intended by Congress or even is necessary. 

Present FHA philosophy and regulations seem to encourage the practice. 
For instance, in his letter of January 4, 1957, to Senator J. W. Fulbright, chair- 
man of the Senate Banking and Currency Committee, the Federal Housing 
Commissioner says: 

“Applications for mortgage insurance show that a high percentage of Ameri- 
ean families are already paying installments for automobiles, television sets, 
and other family necessities and luxuries. To add to this burden the necessity 
of contractual financing for stoves, refrigerators, and other items now handled 
as part of the real estate would undoubtedly put homeownership beyond the 
means of many families because they could not pay the aggregate monthly 
charges.” 

There seems to be a connotation here that FHA thinks it has a responsi- 
bility to develop financing terms for certain items of home furnishings so that 
people can, in effect, have their cake and eat it, too. 

It is the opinion of NRFA that the purpose of maintaining a high level of 
home building and helping people to acquire homes, this is unnecessary and 
probably never intended by Congress. 
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Further in his letter, the FHA Commissioner says that (excluding such items) 
would “deprive American families of the benefits of FHA because the mortgage 
could not be as inclusive as a conventional loan.” 

NRFA thinks that Congress never intended that FHA should go to extremes 
in finding ways to help people buy houses. We think the intent of Congress 
was to help people buy houses on terms that were sound and they could afford, 
but which they could not obtain from private lenders without the help of a 
Government guaranty. We do not believe Congress intended FHA to encourage 
change in what property should be included in or excluded from the traditional 
type of mortgage, but only to help spread the financial risk by a system of Govern- 
ment insurance. We do not believe that it is the intent of Congress that FHA 
should encourage classification of nonreal estate personal property items as items 
of real estate so as to make it either easier for people to buy these items, or 
easier to buy houses, or both. 

Yet FHA apparently thinks otherwise. In the same letter FHA says that one 
of the advantages to the homeowner of including non-real-estate items in the 
mortgage security is that “including these items as part of the real estate enables 
home purchasers to acquire labor saving equipment and conveniences which they 
may not otherwise be able to afford.” [Italics added.] 

Whether the homebuyer can afford the item or not is not the correct question 
to ask. The correct question is: “Is the item a bona fide part of the real estate, 
or is it a piece of personal property?” 

Yet FHA does not offer criteria to determine whether an item is to be classified 
as an item of real estate, or should be excluded from the mortgage because it is 
personal property or a chattel. 

For an item to be classified as an item of real estate, FHA only says in its 
regulations that the following requirements must be met: The item must be 

(a) “Appropriate to residential use and to properties comparable to that 
in which its installation is proposed” ; 

Comment.—This clearly can include items of personal property. 

(b) “Of relatively permanent character and lasting quality, and not sub 
ject to frequent repair and replacement” ; 

Comment.—This also makes no distinction between whether the item is 
classifiable as personal property or is an item of real estate. 

(c) “One which has become the established custom [italics added] to in- 
clude in comparable properties offered for sale and to leave in place when 
the property is vacated” ; 

Comment.—This condones “custom,” whether good or bad and whether 
in the public interest or not. It permits an uncritical acceptance of what- 
ever meaning the word ‘‘custom” may have for a particular individual, as 
well as indiscriminate acceptance of whatever practices may have developed 
of falsely classifying personal property as real estate in any particular 
locality, under the pressure of competition. 

(d) “So installed to clearly indicate the intention to include the item as 
part of the real estate.” [Italics added.] 

Comment.—There is no guidance here as to what “clearly indicate” or 
“intention” means. For instance, in its examples accompanying this state- 
ment of requirements, FHA qualifies an electric range for inclusion if it can 
be described as “range, electric, free standing with plug-in jack ; permanently 
installed.” This is a contradiction. Can a “free standing” electric range, 
plugged into a jack also be “permanently installed’? 

(e) “Acceptable to the mortgagee as part of the mortgage security.” 

Comment.—Acceptance by the mortgagee does not make a piece of personal 
property into an item of real estate. Calling it so does not make it so. 

There is nothing in these five requirements which will help an appraiser decide 
whether the item is a bona fide part of the real estate or not. All the criteria do 
is to set up rules under which FHA will, in effect, condone the fiction that a piece 
of personal property is part of the real estate. 

FHA already accepts in package mortgages numerous items such as washing 
machines, window air conditioners, ranges, refrigerators, deep freezers, venetian 
blinds which are items of personal property or chattels and which are not in 
any sense an integral part of the real estate. 

In the opinion of mortgage lenders the idea of the package mortgage is attrac- 
tive because they believe it helps to cut down competition from chattel mortgages, 
conditional vendors, and finance companies for a share of the home buyer's 


‘ 








HOUSING ACT OF 1958 559 


monthly income. They see-theypackage mortgage as a way of lessening compe- 
tition. 

The idea is so attractive to them that they are willing to resort to the subter- 
fuge of classifying as items of real estate items that are in fact personal property, 
in the mortgage contract. 

Yet, if pressed, they will admit that traditionally a real-property mortgage 
may not include items of personal property. They will confess that they accept 
these reluctantly under the pressure of competition. 

They will further explain that fixtures such as sinks, bathtubs, and furnaces, 
permanently “wrought into’ a house, may be included because they are con- 
sidered to have become an integral part of the realty. 

3ut items as stoves, washers, refrigerators, carpets, draperies, are not so 
“wrought in.” They will admit that in traditional real-estate law these are items 
of personal property. Even though a real-estate mortgage is written to include 
them, the mortgagee would have no legal claim to them. 

The subterfuge involved is illustrated by the fact that it is often thought 
necessary to have the package mortgage recorded twice, once as a real-estate 
mortgage and again as a chattel mortgage. 

The mortgage lender willingly takes a business risk as a result of the lack 
of security for the personal property falsely classified as real estate. This 
business risk is considered justified by the advantages obtained over competition. 

The position of NRFA is that private financing institutions assuming such 
business risks as free enterprisers may engage in lending practices they desire, 
but that the taking of such business risks and false classification of personal- 
property item should not be aided and abetted by the Federal Government 
through FHA mortgage insurance. 

In our opinion there is a duty for FHA to draw a clear line between items 
which may properly be classified as part of the real estate, and items which 
should be classified as personal property or chattels subject only to chattel 
mortgages. 

We believe this responsibility can be placed on FHA by amending section 
203 (bd) of the National Housing Act as follows: 

“To be eligible for insurance under this section, a mortgage shall not include 
as mortgage security items of doubtful real-estate status, not presently eligible 
in the area, which, if included, will tend to encourage the practice of falsely 
classifying them as items of real estate or real property instead of as personal 
property or chattels.” 

It seems to us in deciding whether an item has true real-estate status, there 
should be assurance that the equipment is so constructed into the house that 
it leaves no doubt that it is a part of the real estate. It should be installed 
with the intention of permanence and not merely resting upon, or bolted to, a 
part of the house. Essentially, it should be attached so that its removal would 
require substitution and would involve some structural dismantling. 

Putting the interest of the home buyer first 

We come now to the question whether FHA’s philosophy on insurance and 
acceptance of items in the mortgage security properly preserves and protects the 
interest of home buyers in particular and the public in general, and carries 
out the true intent of Congress. 

Perhaps one way to illustrate FHA thinking is to give certain quotations 
from official FHA statements which have a bearing on this question. 

In FHA’s letter of January 4, 1957, to Senaor Fulbright, it is stated that an 
advantage to the homeowner of including (personal property) items in the mort- 
gage security is that—“including these items as part of the real estate enables 
home purchasers to acquire labor-saving equipment and conveniences which they 
may not otherwise be able toafford.” (Italic added.) 

We repeat that we seriously question whether Congress ever intended FHA to 
use its powers to help people buy what they could not otherwise afford. 

Under the same heading, another advantage is said to be that “the additional 
burden of short-term payments added to the existing housing expense is avoided.” 

We doubt that Congress ever intended that FHA mortgage insurance should 
be used as a means of enabling people to convert the purchase of items which are 
properly bought on short terms to long-term purchasers, with Federal insurance. 

In FHA’s memorandum to directors of field offices, dated December 6, 1957, 
subject, FHA’s Mortgage Credit Philosophy, it is stated ; 
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“As a family’s income rises, FHA should allow that family to exercise more 
discretion on how to spend its income. (Italic added.) * * * It has been a 
tendency for American families as their income increases to spend a smaller pro- 
portion of their income for housing. We do not believe this is a desirable trend. 
We do not wish in any way to support or encourage this trend.” 

This seems to show a paternalistic attitude by Government toward the home 
buyer and how he decides to spend his income. We do not think it was ever 
intended by Congress that FHA should tell families how they may spend their 
money, or to encourage or discourage them to spend more or less for housing, in 
contrast with the amount they spend, say for homefurnishings, automobiles, or 
other consumer needs. 

This is surely the home buyer’s decision to make, not FHA’s. The statement 
seems to indicate a presumption by FHA that they have greater wisdom than 
the home buyer as to how he spends his money. 

Furthermore, we do not think that FHA should concern itself with what share 
of the consumer's dollar goes to the home-building industry. 

It seems to us that FHA’s only interest should be whether the home buyer 
will be able to meet his mortgage payments. 

Further in the same memorandum it is said: 

“Long experience has shown that where appliances are not included in the 
house and financed through the mortgage the home buyer is likely to go right 
out and buy them on short-term credit at a much higher monthly payment. So 
actually he is a better credit risk if appliances are sold as part of the house 
despite the fact that this requires slightly higher monthly payments on the 
mortgage.” (Italic added.) 

This statement shows only concern for protection of FHA’s insurance fund, 
not for what is in the home buyer's best long-term financial interest. 

It is a frank admission that FHA likes to see items of personal property 
included in the mortgage because the risk of loss to FHA is less, even though the 
home buyer is thereby encouraged to spend substantial additional amounts for 
interest over the term of the mortgage. This is so because for whatever length 
of time the home buyer pays for the personal-property items included, he like- 
wise will be paying interest on the remaining balance involved. This interest 
conceivably could amount to more than the total cash price of the articles at 
the time of purchase. 

Congress should not allow a Federal agency to encourage the unwise use of a 
home buyer’s funds. 

The Federal Government has a special responsibility to all citizens to see that 
it does not become a party to any system which tends to exploit the ignorance 
of home buyers as to the real cost to them of a mortgage contract they are 
making, and should explain to them in advance the charges for interest that will 
be incurred. 

In our opinion, FHA is in need of guidance from Congress as to the attitude 
to be taken toward the home buyer's interest in mortgage insurance under section 
203. 

We believe there is need for a change in FHA’s attitude toward the long-run 
financial interest of the home buyer. 

We fully recognize FHA’s desire to protect its insurance fund, to avoid losses, 
and to expand home building. But we feel these purposes are secondary to 
consideration of the home buyer’s financial interest. 

We believe that FHA’s primary allegiance should be to the home buyer. 

In this connection we would like to touch on FHA’s long-established policy of 
accepting items for inclusion in the mortgage security, including items of per- 
sonal property, which it “has become the established custom” to include in con- 
ventional mortgages. 

Relying on “custom” as a yardstick, it seems to us that FHA is surrendering 
the independence and objectivity which the public expects of a Government 
agency. 

As stated earlier, if FHA follows local custom, they may be following good or 
bad customs. We have mentioned before that under the pressure of competition 
between lenders, between builders, and between manufacturers, items of personal 
property come to be included (reluctantly), in the mortgage security on conven- 
tional mortgages, which an impartial, objective judgment would show it is not 
in the home buyer’s financial interest to include. 

FHA should exercise independent judgment, acting on behalf of the home 
buyer, and should not unthinkingly follow unwise lending practices which have 
been developed under the stress of competition. 
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Furthermore, FHA should be wary of being sought as the tool of manufactur- 
ing interests who want the FHA seal of approval on a practice they are trying 
to encourage. The faith of the American people in the integrity of the Federal 
Government is such that the term “approved by FHA “causes them to believe that 
what is so approved is inherently consistent with their best interest as home 
buyers. 

FHA approval is so potent a force that manufacturers of personal property seek 
it for the purpose of stimulating sales of their products to homebuilders. Some 
have stated that they do not expect FHA approval to bring them much extra busi- 
ness from FHA-insured homes, but they want the FHA stamp of approval because 
with it they feel they can convince reluctant lenders to accept products for in- 
clusion in the mortgage security, which the lenders are at present disinclined to 
accept because they are personal property. The want to be able to say to them 
“Tf it’s O. K. for FHA then it’s O. K. for you.” 

As evidence that FHA may not be thinking as independently in this area as is 
intended by Congress we quote once more from the FHA December 6 memo- 
randum: 

“No otherwise acceptable credit application for a house costing over $15,000 
should be turned down just because of the anticipated operating cost of the air 
conditioning. The best opinion of the industry is that the savings—more than 
offset the added cost of operating a compressor during the cooling season. 
Within a few years, any house that is not air conditioned will probably be ob- 
solescent, so FHA should start encouraging the inclusion of air conditioning. 
[Italic added. ] 

There is evidence here of lack of an independent attitude. The opinion quoted 
is the opinion of “the industry,” not the impartial, objective opinion of FHA, 
which the public has the right to expect. The last sentence is no less than a 
propaganda plug for a specific industry. 

It seems to us this is a good example of the need for FHA to be wary of being 
used as the tool of those with a special interest in promoting sales with FHA 
approval. 

We believe that this situation can be improved by an amendment to section 
203 (b) as follows: 

“In determining what items to include in or exclude from the mortgage secur- 
ity, the Commissioner shall exercise independent judgment and make his deter- 
mination primarily on what is in the long run economic interest of the home 
buyer in particular, and the public in general, without regard for what may 
have become the practice on conventional mortgages in the area not insured by 
FHA.” 


Giving public notice of, and an opportunity to comment on items to be included 
in or excluded from the mortgage security 

Lastly, we believe that FHA needs to develop procedures whereby all inter- 
ested parties can be notified of proposed changes in FHA regulations and pro- 
cedures on what will be included in, or excluded from the mortgage security. 

Furthermore, there should be opportunity for interested parties to present 
their views before changes are put into effect, and, where necessary, to be given 
a hearing. 

NRFA believes this can be accomplished by an amendment to section 203 (b) 
as follows: 

“The Commissioner shall maintain and publish lists of items declared eligible 
or ineligible for inclusion in the mortgage security in each area. The Commis- 
sioner shall give thirty days’ public notice of any proposed addition to, deletion 
of, or alteration of any item on the lists of eligible or ineligible items, such 
notice being by publication in the Federal Register. The Commissioner in such 
notice shall invite the comments of interested persons and, if necessary, shall 
hold publie hearings on proposed changes in the lists.” 


AMENDING Section 208 (b), Natrona Housrne Act, To Provine GUIDANCE ON 
IrEMsS To BE INCLUDED IN, OR ExcCLUDED FROM THE MORTGAGE SECURITY, AND 
To REQUIRE PUBLIC NOTICE OF PROPOSED CHANGES 


Suggested amendment to section 203 (b) of the National Housing Act, relat- 
ing to sales housing constructed as security for FHA-insured home mortgages: 

(Definition: “Area” is defined as each locality within each FHA insuring 
office jurisdiction. ) 
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1. To be eligible for insurance under this section a mortgage shall not include 
as mortgage security items not presently eligible for inclusion in the area, which, 
if included will tend unnecessarily to alter, weaken, or disrupt established pat- 
terns of distribution of such items to the consumer. 

2. To be eligible for insurance under this section, a mortgage shall not include 
as mortgage security items of doubtful real estate status, not presently eligible 
in the area, which, if included, will tend to encourage the practice of falsely 
classifying them as items of real estate or real property instead of as personal 
property or chattels. 

3. In determining what items to include or exclude from the mortgage secur- 
ity, the Commissioner shall exercise independent judgment and make his deter- 
mination primarily on what is in the best long-run economic interest of the home 
buyer in particular and the public in general, without regard for what may have 
become the practice on conventional mortgages in the area not insured by FHA. 

4. The Commissioner shall maintain and publish lists of items declared eligible 
or ineligible for inclusion in the mortgage security in each area. The Commis- 
sioner shall give 30 days public notice of any proposed addition to, deletion of, 
or alteration of any item on the lists of eligible or ineligible items, such notice 
being in publication in the Federal Register. The Commissioner in such notice 
shall invite the comments of interested persons and, if necessary, shall hold 
public hearings on proposed changes in the lists. 

Mr. Rais. First of all on the last item which you mentioned, I 
see no objection to that. I don’t see any reason why the Commis- 
sioner shouldn’t give notice of any proposed changes of any import. 

I know the Banking Comnzittee evidenced it in a report and, as 
chairman of this subcommittee, I wrote letters to the Commissioner in 
opposition to including carpet. I hope that had something to do with 
the decision which he took. I don’t think that will come about, as a 
matter of fact. 

There is great difficulty in trying to spell it out and this last state- 
ment that you made may help. 

Congress is not able to spell out details. We have an Administrator 
responsible for the administration of the bill and, when he steps over, 
then we have to try to check him on it and it is a little difficult to do, I 
willadmit. But by way of illustration of your problem, I have on my 
desk information on the termite problem. 

For many years certain pretreated lumber was acceptable. All of 
a sudden a rule came out that it would no longer be acceptable. That 
effected hundreds of lumber manufacturers across the country but 
we have been able to get that deal worked out and somehow or other 
I believe we can work this one out for you. 

It is my judgment that we ought to write a very strong section in 
the report that we don’t want these changes that are material without 
notice and without the ee of the intent of Congress. I be- 
lieve we can help you. I do want to point out, however, ‘the extreme 
difficulty of specifically stating in the law the precise restrictions the 
Congress desires. 

We will do our best, Mr. Carter and Mr. Brooks. 

Mr. Carrer. Our aim, Mr. Rains, is to stop this thing as it is now. 
It could go all over. 

Mr. Rains. I think there is a great deal of merit to your contention. 

Mr. Carrer. We have no real intention of rolling back. 

Mr. Rarns. But you don’t want it to continue ? 

Mr. Carrer. That is right. 

Mr. Rarns. I share your opinion. I want to thank you gentlemen 
for coming and this will have our careful attention. 

Mr. Brooks. Thank you. 
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Mr. Rains. At this time I would like to place in the record 2 or 3 
letters. ‘The first one is from Conrad Harness, executive vice pres- 
ident of the Home Manufacturers’ Association, dated July 16, and is 
intended to supplement the testimony of Mr. Pete Knox, and will im- 
mediately follow his testimony. That is No. 1. 

Then I want to place in the record a letter dated July 11, 1958, 
from me as chairman of the committee, to Mr. Norman Mason, Com- 
missioner of FILA, concerning termite protection and pretreated lum- 
ber and # want to include immediately following that letter, an an- 
swer to it from Mr. Norman P. Mason, Commissioner, dated July 15, 
together with certain information headed “Protection Against Ter- 
mites and Decay,” and including a map of the geographic distribution 
of termite infestation. 

(The documents referred to are as follows :) 

JuLy 11, 1958. 
Hon. NorRMAN P. MASON, 
Commissioner, Federal Housing Administration, 
Washington, D. C. 


DEAR Mr. Mason: During the present hearings before the Subcommittee on 
Housing of the Banking and Currency Committee of the House of Representa- 
tives, one phase which is of considerable interest and controversy deals with the 
minimum property standards as they apply to protection against termites. 

For maby years the use of pressure-treated wood up to a height of 18 inches 
above the ground has been one of the approved methods, and reports indicate 
that this method has been satisfactory. Reports have reached me that some- 
one proposes to extend this requirement to include all framing and interior wood 
used in the building, rather than a permissive limitation to 18 inches above the 
ground. Iam sure you can readily see there is quite a difference. 

I am informed that you have stated: “It is our intention to continue to accept 
preservatively treated wood as a method of protection against termites. This 
matter, as you know, is extremely controversial and we are making a very care- 
ful analysis of all factors involved. I am confident we will arrive at a solution 
which will be practical both from the standpoint of homeowners and industry. 
We are planning to have our new minimum property standards all ready for 
the printer in the very near future. These will include the standards for ter- 
mite protection.” 

If you will clarify this and let me know if you intend that to be construed as 
“continuing the present standards” now applicable to pressure-treated wood as 
protection against termites, this will eliminate the controversial phase of this 
question. If this question can be eliminated from the hearings, it will provide 
additional time during the hearings for the consideration of other matters by 
the subcommittee. 

If possible, please reply to this immediately so that I may have the informa- 
tion by Tuesday noon, July 15, 1958, and therefore reschedule part of the 
hearings. 

Sincerely yours, 
ALBERT RAINS, Chairman. 


FEDERAL HOUSING ADMINISTRATION, 
Washington, D. C., July 15, 1958. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: This confirms the telephone conversation we had yes- 
terday afternoon about your letter of July 11, 1958, concerning our standards 
for termite protection. 

The enclosed paragraphs from our new Minimum Property Standards stipu- 
late the use of pressure-treated lumber as a means of providing the protection 
FHA studies indicate are necessary. 
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In essence the requirements are not a drastic change from what we have been 
accepting. Crawl space and basement houses will require pressure-treated 
wood up to and including the subfloor and sill plate. For slab-on-ground 
houses, wood up to and including the wallplate shall be treated. 

FHA has never had an 18-inch requirement noted in your letter and we 
are not requiring this now. 

Sincerely yours, 





NORMAN P. MASON, Commissioner. 
815 PROTECTION AGAINST TERMITES AND DECAY 
815-1 OBJECTIVE 


To provide protection from damage by termites or decay by the application 
of suitable construction methods and control measures. 


815-2 GENERAL 


815-2.1 These standards apply to subterranean termite and decay control 
measures. In those areas where drywood or dampwood termites present a 
hazard, additional precautions may be required by the local FHA field office. 

815-2.2 The control measures for protection against termites and decay 
outlined herein are predicated upon full compliance with equally important 
construction practices required in other sections. These practices include: 

(a) Adequate drainage for the site and building. See 1202. 

(b) Minimum clearances between ground and wood. See 805, 806, and 
808. 

(c) Adequate ventilation of structural spaces. See 604. 

(d) Proper flashing. See 902. 

(e) Installation of vapor barriers and sheathing paper, when required. 
See 808, 820, and 904. 

815-2.3 The effectiveness of physical barriers such as termite shields, con- 
erete foundations, or reinforced concrete foundation caps whose purpose is to 
drive termites into the open, depends upon provision for regular inspection. 

815-2.4 Garages, carports and porches: Protective measures required for 
the main structure shall also apply to attached garages and carports, any 
accessory buildings, and to porches attached to dwelling. 


815-3 TERMITE PROTECTION 


815-3. Provide protection against damage by termites in those areas where 
they are determined to be a hazard. See figure 2, geographic distribution of 
termite infestation. Application of termite protection shall be as follows: 

(a) Region I, provide protection in all areas. 

(b) Region II, provide protection in those areas required by FHA field 
office. 

(c) Region III, protection not required except when specifically de 
termined by FHA field office that a hazard exists in a particular area or 
locality. 

(d) Region IV, protection not required. 

815-3.2 All stumps, roots, fallen timber, and other wood or wood product 
debris shall be removed from building site before completion. 
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815-3.3 Concrete porch floors, entrance platforms, planters, fences, screens, 
or other appurtenances shall be separated from the main structure or be pro- 
tected against entrance of termites. 

815-3.4 Where termite protection is required it shall be provided by one or 
more of the following means: 

(a) Concrete foundations. 

(b) Metal shields. 

(c) Reinforced concrete foundation caps. 

(d) Soil treatment. 

(e) Treated lumber. 

815-3.9 Treated Lumber: 

(a) All wood to be treated shall be done by a pressure method (full or 
empty-cell process) in accordance with F. 8. TT-W-571c, wood preservative, 
treating practice, or the published standard of the American Wood Pre- 
servers Association and with the following: 

(1) Moisture content of lumber shall be not greater than 30 percent 
except that Douglas fir may be treated green if it does not have a high | 
percentage of sapwood. | 

(2) Douglas fir framing lumber having a least dimension of 2 inches ) 
(nominal) or more shall be incised on both wide faces before treatment. 

(3) Preservative used for treating lumber to be painted or which will 
come into contact with finish materials shall be a paintable type. 

(4) All treated lumber shall be suitably identified as to the name 
of the treater, preservative used, and the retention in pounds per 
cubic foot. 

(5) All lumber shall be seasoned after treatment to moisture content 
required for nontreated lumber. 

(6b) Members to be treated: 

(1) Frame construction, basement or crawl space. Treat all wood 
up to and including sill plates, joists, header joists, girders, columns, 
wallplate, subfloor and wood or cellulose-type sheathing below first : 
floor line. 

(2) Frame construction, slab on ground. Treat all wood up to and 
inciuding wallplate, stud, top plate, blocking, and wood or cellulose-type 

sheathing. In two-story construction, treat as above up to bottom of 
second-floor joist. 

(3) Masonry veneer construction. Treat as (1) and (2) above as 
applicable. 

(4) Masonry and cavity wall construction. Treat all wood up to 
and including rafter plate, but not including roof and ceiling 
construction, 

(c) Framing lumber should be cut to length before treatment. When 
cutting, notching, or drilling is necessary, treat exposed portions with a 95- 
percent solution of the same preservative used in initial treatment, by a 3- 
minute dip or a thorough brush coating. Exposed portions of board lumber 
and other thin material shall be similarly protected. 

(d) Plywood to be treated shall be exterior-type complying with 705-6. 
Plywood shall be pressure treated by the full-cell process in accordance with 
the American Wood Preservers Association tentative standard for the treat- 
ment of plywood recommended by committee T-9. Treated plywood shall 
be suitably identified as to the name of the treater, preservative used, and 
retention in pounds per cubic foot. Brush coat all cut edges with a 95- 
percent solution of the same preservative used in initial treatment. 
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Mr. Rarns. Is Mr. Meegan here? New, Mr. Hollander is here. 
Come around, Mr. Hollander. Do you have copies of your state- 
ment ¢ 

Mr. Houtianver. Yes, sir. 

Mr. Rarns. I am going to ask Mr. Addonizio to preside because I 
have to attend a meeting of the Rules Committee on community fa- 
cilities, a bill we have been trying to get out of the Rules C ommittee 
for about a month. I will get back as soon as I can. 

Mr. Apponizto (presiding). You may proceed, Mr. Hollander. 

Mr. Hotianper. Thank you, sir. I would like to apologize to you 
and to Mr. Rains for being late this morning. I ran into a traffic jam 
of more than usual proportions. 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Hotianper. Mr. Chairman and members of the committee, I am 
Edward D. Hollander, national director of Americans for Demo- 
cratic Action. I appreciate the opportunity to present ADA/’s views 
on some of the pending questions of housing legislation. 

ADA’s interest in housing is as old as our organization, spanning 
nearly the entire postwar period. Our 11 annual conventions have 
consistently advocated action to increase and improve the housing 
supply, especially for low- and middle-income families. 

I am sure it is unnecessary to belabor the importance of housing 
and urban renewal to this committee and most especially to you, M 
Chairman. All of us who are concerned with these questions owe you 
a debt of gratitude for all you have done, and we have no doubt that, 
like us, you would wish to see much more done. 

Yet, with all respect to your committee and to the legislation before 
you, it must be said that all of these bills are addressed to what are, 
after all, the smaller questions of housing, leaving the greater ques- 
tions unanswered or even unasked. 

The great questions are: How are we going to turn a sufficient part 
of the fabulous productivity of this fabulously productive country to 
house our people in health ‘and decency and clean up the blight that 
disfigures our cities? And what can the Federal, State, and local gov- 
ernments do to see that this is done? 

You have no legislation before you that is even designed to do this. 
That the need exists, there is no doubt; the evidence surrounds us. 
That it will grow greater, there is also no doubt; if we are not able 
to keep up now, beat the number of families is increasing by less 
than a million a year, what are we going to do 10 years from now when 
the increase is wien as great? How are we going to replace the 
dilapidated and overage dwellings, and those torn down to make way 
for the automobile, with “decent, safe, and : sanitary housing” at prices 
within the reach of the people who need it? No legislation before us 
answers those questions. 

Yet until we set out to answer them, our housing programs will re- 
main what they have been—a collection of improvisations to wheedle 
and bribe real-estate speculators, moneylenders, and buildings, by re- 
lieving them of most of the risks of enterprise while doing everything 
possible to insure them its rewards. We recognize that this has been 
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done in the hope that it weuld bring forth a supply of new housing 
adequate to the country’s needs; but the fact remains that it has not 
succeeded. In no year of our great postwar prosperity have we built 
more than two-thirds of the 2 million dwellings we should add to our 
housing supply each vear, and currently we are building less than half. 

Moreover, even in this time of rising incomes, the costs of housing 
have risen so far that the lowest priced new homes are beyond the 
reach of two-thirds or three-quarters of our city families. 

I think it is reasonably plain that this has been the result of relying 
too heavily on market forces for our supply of new housing. In many 
other essential commodities, the market has done extreme ely well for 
the American people, but in housing the market has been based on 
scarcity and high prices—scarce, high-priced land and high interest 
rates. 

As a consequence, the market has failed to meet the need for hous- 
ing as it has met other basic needs such as food, clothing, and trans- 
portation. 

We are certainly not powerless to remedy this, but we will have to 
modify some of the market mechanisms that have been traditional in 
the United States. To illustrate, I would like to summarize two sug- 
gestions made by Mr. Stanley Lowell, assistant to the mayor of New 
York City and member of the National Board of Americans for Demo- 
cratic Action, when he testified before the Senate committee in May. 

One of these was a suggestion for reducing the costs of land by 
initiating what has been called in other countries an urban land re- 
serve—the buying up by public authorities of unused land on the peri- 
phery of a city to be developed as the city grew out to meet and need it. 

He proposed setting up a “large, long-term, low-interest fund for 
loans to cities, counties, housing authorities, or land authorities, to 
acquire, now, land which will be needed for development as the metro- 
politan areas grow in the next several decades.” This would avoid 
speculative writeups and cut hundreds of dollars from the costs of 
homes a decade or two hence. 

It would also make possible the planned, orderly development of 
utilities, highways, parks, and schools without costly condemnation; 
and it would encourage the planning of land de ‘velopment and land 
use for the metropolitan area rather than piecemeal. I recognize that 
this is an unconventional idea, but then so was—until recently—the 
idea that the Government should buy up blighted areas for redevelop- 
ment. As Mr. Lowell said, “Why is there not an equally good case 
for buying up land for future use, especially when this can be done at 
no eventual public cost ?” 

Mr. Lowell’s other suggestion was “to make mortgage capital avail- 
able, directly or indirectly, through the Government ‘for those who can- 
not be adequately served by the money market.” He suggested that 
this could be done by long-term loans at rates a little higher than the 
Government, itself, pays for money. Mr. Boris Shishkin, of the AFL- 
CIO, testified here a week ago to the spectacular reductions in monthly 
payments that would be made possible by a reduction of interest rates 
to 5 percent on 40-year loans. 

You will remember that Mr. Shishkin estimated that by a change of 
terms and maturity alone, a $12,000 mortgage, currently within the 
means of families with annual incomes of $7,000 or above, could be 
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brought within the means of families with incomes of less than $4,000. 
Clearly this indicates one of the approaches which must be explored 
to break through the market limitations which have placed new hous- 
ing out of the reach of the vast majority of American families. 

T realize, Mr. Chairman, that these are not programs that can be 
initiated toward the end of a long, hard session of the Congress. I 
realize you have pressing business with bills already well advanced 
in the legislative process, containing some provisions ‘which can bring 
about significant improvements in our present program. ‘The more 
far-reac hing decisions will, of course, have to wait until later, but 
we of ADA “plead with you not to defer them very much longer. 

Witness after witness has reminded you that the rate at which new 
houses have been built since the war has actually not been fast enough 
to prevent further deterioration of the housing supply which was 
already in serious disrepair 10 years ago. 

The inevitable increase in the rate of demolitions and in the rate 
of family formation makes it imperative that your committee address 
itself at the earliest possible moment to measures, however far reach- 
ing or unconventional they may need to be, that will lead to a break- 
through to better housing. 

May I[ now turn, Mr. Chairman, to aan specific comments on the 
bills before you, most particularly 5. 4035 

It is our view that S. 4035 offers some ieoeitibio and much-needed 
improvements on the present housing programs. We support par- 
ticularly the approach to encourage longer range planning and com- 
mitments for urban renewal. We are sorry th: it the Senate, in acting 
on the committee bill, reduced both the amount and the term of these 
commitments. It is still our belief that the en need requires 
greater commitments, and we support the 10-year, $5 billion program 
which has alre ady been suggested to you by many others. In our 
opinion this program is only now beginning to become effective, and 
we anticipate that there will be very heavy demands on the funds 
made available. We hope that as this develops, the committee will 
respond accordingly. 

We most strongly oppose any move to reduce the amount of the 
Federal share in the costs of clearing sites and making them available 
for redevelopment. It makes no sense to us to talk about reducing 
this from two-thirds to one-half, thereby placing an additional, and 
in many cases impossible, burden on cities at the time they are strug- 
gling to get these programs into effective operation. Rather we 
believe that the Federal share should be increased to 75 or 80 percent 
in order to accelerate the program. 

We particularly support section 406 of S. 4035, removing the dis- 
crimination against public lew-rent housing in the use of urban- 
renewal sites by relieving them of the necessity to contribute one- 
third of the writedown in addition to the required tax exemption. 
We believe this will benefit the urban-renewal program as well as 
low-rent housing. 

The low-rent housing provisions of this bill are of great importance 
both as they relate to urban-renewal programs and as they relate to 
the housing of low-income families. It 1s now commonplace to say 
that the greatest drag on urban renewal is the problem of providing 
suitable housing for families displaced by clearing blighted residen- 
tial areas for redevelopment. 
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We have, as you know, been stanch and consistent advocates of 
expanded low-rent public-housing programs, and we have been dis- 
mayed by the slowdown of this program in recent years. I believe 
a record has already been made before this committee and before the 
Senate committee to show that in great part this slowdown comes 
from the maladministration of the Public Housing Agency, and we 
are, therefore, very much in favor of those sec tions of 8. 4035 which 
would give greater 1 ‘esponsibility and greater flexibility to local hous- 
ing authorities in the administration of the program. 

We endorse in particular the provision to vest in local agencies full 
responsibility for the establishment of rents and eligibility require- 
ments subject to minimum Federal standards to assure that the pro- 
gram is operated according to the intent of Congress. 

We suggest at a minimum the following standards: (1) that in no 
event should rent for eligible families exceed one-sixth of net family 
income, that is, gross family income less deductions permitted; and 
(2) that local housing authorities should as a matter of policy be re- 
quired to maintain the properties in good condition and to set aside 
reserves for maintenance and replacement before determination of net 
proceeds. 

I must say, Mr. Chairman, that we are not in the least impressed 
with the objections of the Public Housing Administrator to the pro- 
visions of S. 4035. His arguments in general assume that neither the 
local housing authorities nor the tenants in low-rent projects have any 
sense. The horrible examples he has given of the possibilities of high- 
income families occupying low-rent housing are absurd: They assume 
that families with high incomes would prefer to pay 17 or 18 percent 
of their incomes for rent for the privilege of living in low-rent hous- 
ing rather than the normal 12 or 15 percent for living in private hous- 
ing. 

I am sure you do not need to be reminded that the bill provides that 
the Public Housing Agency must approve the determination of the 
local housing authority of the lowest rents at which standard priv: ute 
housing is available. If these determinations are correctly made in 
the first place, a 25 percent increase in the incomes of occupants of 
low-rent housing (closing the 20-percent gap) would put them in the 
market for pr ivate housing. 

We regret, Mr. Chairman, that the Senate struck the statement of 
policy originally part of S. 4035— 
to promote projects planned as parts of appropriate and well-protected neighbor- 
hoods, to avoid projects so large as to constitute communities of one economic 
class, to plan projects with the lowest feasible density and of architectural pat- 
terns in keeping with sound local practices. 

We hope that your committee will in some appropriate way make 
clear its agreement with these policies in order to encourage a new 
yhase in the development of low-rent public housing away from the 
institutionalized projects isolated from the rest of the community. 
The experiments so often cited by the Public Housing Agency are not 
yet, at least, sufficient evidence that they will encourage such a policy 
in the absence of an indication of your intent. 

We are not persuaded either by the statements of the Public Hous- 
ing Administrator that the presently authorized public housing units— 


obviously * * * will serve all demands of the program for the next 2 fiscal years. 
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We share the hope that once this program can be got out from under 
the thumb of the PHA, local housing authorities will express the real 
needs of their communities for additional housing beyond the 50,000 
units already authorized but still uncommitted. We urge you at least 
to restore the original provisions of S$. 4085 providing for an addi- 
tional 35,000 units, bringing the total for the next several years to 
about 85,000 beyond those already committed. In view of the need, 
even this figure seems absurdly small—but perhaps it will be sufficient 
to demonstrate the possibilities of a revival of this program “under 
new management.” We would favor a longer range authorization, 
paralleling the urban renewal program, with enough low-rent units 
to facilitate and keep pace with renewal projects. 

We are chagrined at the approaches to the housing problem revealed 
in the administration’s proposals. Here we are in an economic reces- 
sion of serious dimensions; the housing industry has fallen far below 
the levels of earlier years and would have fallen still further but for 
the emergency shot-in-the-arm home financing bill passed earlier in 
this session. The country needs more housing; the economy needs : 
revival of the homebuilding industry. And yet the administration 
seems to have little to offer beyond an increase in interest rates, fur- 
ther encouragement of high-income, private luxury housing, an alto- 
gether inadequate program of urban renewal accompanied by a cut- 
back in the Federal share. 

In view of the glaring inadequacies of this program, we would have 
thought that the President would have welcomed the slightly more 
generous provisions of S. 4035 instead of hinting at a veto because 
they exceeded the dimensions of his niggardly proposals. 

The great gap in the pending legislation is the absence of programs 
to meet the needs of the middle-income families—those above the 
income limits of subsidized low-rent housing yet below the incomes 
required to buy new housing at prevailing prices. I will not waste 
your time reiterating what competent witnesses like Mr. Wheaton, 
Mr. Shishkin, and Mr. Campbell have already said in emphasizing 
the need for private and cooperative housing for middle-income fami- 
lies. ADA associates itself with their views. I will simply say that 
we in the United States cannot say that we have even the design of 
an adequate housing program—still less its dimensions—while this 
need goes unmet. I believe the suggestions I have already made are 
relevant to this question; we hope the committee will explore these 
and all other approaches before the next Congress. 

Mr. Chairman, we have followed with interest the discussions of 
the proposed Home Mortgage Guarantee Corporation by you and by 
witnesses before the committee. It seems clear enough that such pro- 
posals might be advantageous to certain groups of lenders, but it 
seems to us that the proponents of such a plan have not clearly estab- 
lished how it would operate in the public interest. 

Specifically, we are concerned to ask what advantages would accrue 
to the buyers—as opposed to the financers—of homes. What would it 
mean in terms of interest rates, assurance of quality, protection of 
the market against the effects of dumping of foreclosed properties, 
the terms and maturities of loans, as well as availability of mortgage 
credit? It seems to us that the case has been built largely on the last, 
that is, the question of availability of mortgage credit in small com- 
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aamestine-r ene yet Mr. Cole has observed that as of a few years ago 

1early 80 percent of mortgages held by savings and loan associations 
aa in metropolitan areas. We hope the committee will continue 
to probe these proposals with special emphasis on the interests of 
home buyers and homeowners. Would it not perhaps be more efli- 
cient to try to broaden the availability of existing programs? 

This leads me to observe, Mr. Chairman, that it seems to us we some- 
times lose sight of the principle that the Federal Government’s housing 
peaerenn: are designed to improve the housing of the American people 
by encouraging, facilitating, and supplementing the market mech- 
anisms of the housing industry, and that they are justified only to 
the extent that they enable the industry to serve the country’s needs. 

By this standard, some of our programs have left a great deal to 
be desired and a great deal to be done. We of ADA hope that your 
committee will in the very near future set itself to filling the gans 
and to designing a really comprehensive program adequate to the 
needs that are present as well as those clearly on the horizon of our 
productive and fast-growing country. 

Mr. Apponizio. Thank you, Mr. Hollander. I certainly want to 
say that I think you have made a very good statement. I also feel 
that you have given us some new suggestions and I was partic ule arly 
impressed by this so-called new idea that you have which is on page 
2 of your statement. 

I believe you labeled it the urban land reserve. I think it is a 
good suggestion but I also am a very practical man and I think that 
something new like this would have to hang around Washington for 
sometime before we of this committee could convince other Members 
of the Congress that they could and should support it. 

Do you find that there is any feeling throughout the Congress for 
this tyne of program ? 

Mr. Hotianper. I can’t say, Mr. Chairman. I think the suggestion 
bears consideration and I am sorry it hasn’t been discussed more. I 
think I should tell you that this is a rather old idea. It was as far 
as I know, originated in England not by the Labor Party, but by Mr. 
Neville Chamberlain, who later became the conservative Prime Minis- 
ter. when he was mayor of Birmingham. 

I believe that this plan has been followed in England and in other 
European democratic countries with rather good results. It seems 
to me that it fulfills many of the requirements of planning for the 
future and that it would in the long run be a very efficient as well as 
a very economical device. I am sure that you are well aware of the 
high land costs that accrue as the cities spread out and as soon as the 
suburbs touch the neighboring farmland, the values of land go up so 

rapidly and by the time they pass through several hands in speculative 
investment, they are very expensive indeed. 

When we add to this the cost of development, the cost of condemna- 
tion for streets, for public improvements, schools, and parks, the net 
cost of the land is a very, very significant item in the cost of individual 
homes and I think it could be see ited that a good deal of this 
could be avoided by farsighted planning. 

I want to make other points that I touched on in the testimony. It 
has one other advantage. It might permit us to work out with the 
cities and the suburbs an idea of a metropolitan land authority which 
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would act not for the city of Newark or for the city of Montclair, but 
for a broader area in helping to develop land for use of the people 
of an entire metropolitan area and I must say I think that anything 
that encourages an approach like this for an area as a whole rather 
than piece by piece for the components, would be a useful device. 

Mr. Apponizr1o. I think it is a good suggestion and that the com- 
mittee should give it some serious ‘thought. Of course, I don’t think 
we can do anything with it immediately. 

Mr. Hottanper. Of course not. 

Mr. Apponiz1o. Now, Mr. Hollander, on page 5 of your statement, 
you express doubt about the United States S savings and Loan League’s 
plan to permit 90 percent conventional loans. Now, if we are careful 
to protect the consumer from unreasonable interest rates and from 
shoddy construction, would you be more favorably inclined then to- 
ward this program ¢ 

Mr. Hotuanper. Well, Mr. Chairman, I would certainly like to refer 
to the last sentence of that paragraph and ask if I might imply under 
these circumstances it wouldn’t be preferable to fill this gap that is 
said to exist by extending the facilities of FHA and VA which have 
worked so satisfactorily in general to cover the areas which it is said 
are not adequately served by them ¢ 

I can’t see why this is a necessary addition to the already very exten- 
sive operations of the Government in underwriting the financing of 
mortgages through FHA and VA, 

Mr. Apponiz1o. W ell, it has been indicated to us that if this pro- 
gram is carried out that one of the things that will be done aw ay with 
is second-mortgage financing. We have had great experience in some 
areas of the country to the extent that we found out that there were 
many abuses in second mortgage financing; particularly Miami, Fla. 
I was down there and saw it. It was abused very strongly and we 
had all of these balloon-type payments and everything else and that 
is something we want to eliminate. 

Mr. Hottanper. Well, certainly we would concur, Mr. Chairman, in 
the objective of eliminating the use and abuses of second mortgages. 

I would just like to reiterate to us it seems important if the Govern- 
ment is going to be a coinsurer of risks, it would do so primarily in the 
interest of the people who are buying the homes and, therefore, would 
follow that the same safeguards and the same conditions that. have 
been set up surrounding FHA and VA insurance should apply equally 
to any proposal of this kind and it remains to be seen whether under 
those circumstances it would still have its attractiveness for the peo- 
ple who are proposing it. 

Mr. Apponizio. Well, one other question and I will defer to the other 
members of the committee. Mr. Hollander, are you familiar with 
the housing-for-the-elderly program that the chairman of this com- 
mittee and I and some other members have introduced ¢ 

Mr. Hotuanper. Yes, sir. 

Mr. Apponizio. Are you in favor of it ¢ 

Mr. Hotianprer. Well, we certainly are, sir. We certainly are in 
favor of greater attention to programs for housing elderly people. 
I was very much impressed with the remarks that Mr. Tripp made 
the day before yesterday, I think, before the committee in which he 
pointed out that even if we had enough housing in the aggregate 
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unless we had turned our attention to the special types of housing for 
special groups, I think he used the elderly as an example, that we would 
not have met the housing need and we certainly are, sir, in favor of 
these programs. 

Mr. Apponizio. Thank you. Mr. Barrett? 

Mr. Barrer. I would just like to ask you one question, Mr. Hol- 
lander. What do you think the need for housing is in the country 
today ? 

Mr. Hoxianper. I didn’t catch the question. 

Mr. Barrett. How many houses do you think we need per year for 
how many years to catch up with the actual need ? 

Mr. Hotianper. Well, I recognize that this is a much debated point, 
sir. I have read a good deal of the material on the estimates of it 
and I think it is fair to say that, if we were to be aiming at an annual 
rate of 2 billion houses a year over a long period of 10 or 20 years, this 
would be a very conservative statement of what it would take really to 
meet the needs, if we think of the objectives of the Housing Act, decent, 
safe, and sanitary housing, 

Mr. Barrerr. Then you indicate we have need for 40 million. 

Mr. Hoxtianver. Of what? 

Mr. Barrett. 40 million. 

Mr. Houiianper. No, because some of the need has not yet arisen. 
As this goes on for 10 or 20 years, it takes into account the demolition 
of houses that have not yet been demolished and the formation of 
families that have not yet been formed so it doesn’t mean as of this 
minute we have a gap of 40 million; no, sir. 

Mr. Apponiz10. Mr. Betts. 

Mr. Betts. No questions. 

Mr. Apponizio. Mrs. Sullivan. 

Mrs. Suuttivan. Thank you. Mr. Hollander, I was very much in- 
terested in your statement. On page 3 you say you believe a record 
has already been made before this committee and before the Senate 
committee to show that in mo part this slowdown comes from 
maladministration by the Public Housing Agency and that you are 
very much in favor of those sections of S. 4035 which would give greater 
responsibility and greater flexibility to local housing authorities. 

Mr. Hotuanper. Yes. 

Mrs. Sutiivan. By giving greater responsibility to the local authori- 
ties, do you think that would improve the caliber of management in 
many of the places where we have seen or heard of poor caliber 
direction ? 

Mr. Hotianver. Would the local authorities become more respon- 
sible if more responsibility was laid on them, do you mean ? 

Mrs. Suutuivan. Well, would we have better qualified people man- 
aging some of the local authorities ? 

Mr. Hotianper. I can’t answer that question, Mrs. Sullivan; I don’t 
know. 

Mrs, Sutuivan. Isn’t it possible that the management of the local 
authority is often the cause of a project not being as successful as 
it should be ina particular locality ¢ 

Mr. Hotuanver. Well, it has been my impression from what I have 
read and heard on this subject and from discussions I have held that 
there is a very great resentment on the part of local housing authorities 
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against the degree of minute control that has been exercised by the 
Public Housing Agency, the amount of redtape, and this has been 
testified to before this committee just recently. I have read some of 
the testimony, and I think that the preponderance of the opinion that 
I have been able to tap, Mrs. Sullivan, is that the projects would be 
much better managed and that there would be much more done to 
meet the need if the Public Housing Agency were required to relax 
the degree of control which it has exercised and turn this back to the 
people in local authorities. 

They know their communities, they are honest people and sensible 
people and subject to a careful postaudit and good accounting practice 
which I believe S. 4035 provides. I don’t see why these aren’t the 
kinds of decisions that can be better made in the local authority once 
you have set adequate standards to protect the Federal financial 
interest and to see that* the projects are used for the purposes which 
Congress has intended. 

Mrs. Suuuivan. Frankly, I would have to be convinced a whole 
lot more than I am now before I would want to release all Federal 
control on some projects we have heard about. I think some of the 
experiences that we have had called to our attention in our investi- 
gations and hearings point to the fact that local authorities often 
need to be pulled up a bit tighter and brought into line with the 
real concept and principles of what public housing should be. In 
St. Louis, we would probably be better off not having the Federal 
red tape to contend with, but in some cities or localities, the opposite 
would be true. We have got to remember this whole program and 
public housing is a political football in some areas and is not admin- 
istered by authorities sympathetic to the program or the idea of 
public housing. Giving them more local control would lead, I feel, 
to a complete discrediting of public housing in those areas, and would 
thus hurt the program nationally as well. 

Mr. Horianper. Well, this 1 think, is the kind of thing you can 
try to do by writing the standards into the Federal legislation. We 
have had, after all, a great deal of experience in this country with 
locaily administered programs cooperatively with the Federal Gov- 
ernment in which the Federal Government has set the standards 
through the act of Congress and leaving a great deal of flexibility in 
administration to the local authorities. 

Now, it is certainly true that from time to time and from place to 
place there do turn up cases of perversion of the congressional intent 
and of maladministration. We could point to this in other Federal- 
State programs of very long duration. But this does not, in my view, 
certainly, alter the generalization that in matters that are essentially 
local in their functioning, like housing, the greater the degree of flexi- 
bility that is left to the local authorities, the more responsible they will 
be, and the more you can hold them responsible. 

As it is now, they have an answer to everything in blaming it on 
the Public Housing Agency. 

Mrs. Sutiivan. It seems to me that in the matter of setting rents 
for these projects, we might sometimes need more control and regula- 
tion from Washington in order to have more realistic rents in these 
housing projects. They are often pricing out of the projects the 
people for whom the projects were supposed to be built. 
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The low low-income people, people who are on welfare, can hardly 
get into the projects. 

Mr. Hotxanper. Well, I think I am aware that this is a real prob- 
lem, the appropriate use of the low-rent housing projects and the pull 
on the one hand to open them, as you say, to people on public welfare, 
and the pull on the other hand, to try to make somewhat more diversi- 
fied communities of them, and I recognize that this presents a real 
dilemma. 

I would like to comment that one of the standards that I suggested 
here was that the Congress should set the standard of a maximum 
ratio of rent to income. 

Mrs. Sutiivan. Yes, you bring that up. 

Mr. Hotianper. On this point I agree with you that it should not 
be left to the local authorities to set that standard because that is a 
matter of policy which I think the Congress properly should lay 
down. It defines the kind of people for whom the buildings were 
designed, just as the eligibility requirements define the kind of people 
for whom this is intended, and this would be a suitable standard. 
Maybe you wouldn’t agree with one situation. 

Some people have suggested one-seventh and some have suggested 
one-fifth, but that is the kind of thing you do cover with congressional 
standards. 

Mrs. Sutxivan. Isn’t there a danger in some of the authorities of 
loading their overhead with too many high-paid executives, putting a 
burden on the rent structure to cover the overhead and operating 
expenses / 

Mr. Hotzanpver. Of course, there is this danger. There is the 
danger they will do this in local government also. I hope you won't 
mind my being philosophical but there are some dangers we can’t 
guard against a hundred percent. I know a little township up in 
Pennsylvania where the man in charge of garbage collection gets 
$15,000 a year; he is the highest-paid official of the township. 

Well, you wouldn't approve of this if it happened in a housing 
authority and yet we still have to Jet the townships in Pennsylvania 
govern themselves. 

Mrs. Sutiivan. That is why I think there must be some sort of 
regulation and control on the part of the Federal Government to pre- 
vent some authorities from going overboard. 

Mr. Horianver. Well, there is a phrase in the Senate bill which 
describes the standard by which the audit shall be judged, in the 
absence of, I believe, gross waste or fraud. This, of course, is a mat- 
ter of operating definition. But I am convinced that this program 
does need to be localized to a greater extent and I would hope that 
the committee would follow the Senate bill in this ge sit 

Mrs. Sutttvan. I am extremely in favor, highly in favor, of the 
principles of public housing, but I ak so much i: as happened in 
recent years, especially in the larger cities which have been forced into 
building high rise apartments, that the maintenance, the controls over 
the tenant, the management of the projects have not been what we 
hoped they would be when these projects were planned. The subcom- 
mittee has heard this time and time again in our travels and studies. 

I oppose and will continue to oppose high rise apartments for 
families with children. I think they are excellent for older people. 
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I know that the bigger cities have been forced to build them because 
of unit cost limitations and lack of space for the garden type projects, 
but I think it is too bad in some places in the country, the results have 
been terrible. 

I dont’ think that it is the proper kind of thing to build for families 
with children. Where you do have to have them I think that the local 
authorities must be put on strict rigid rules to cover the conduct of 
some of the problem tenants before they get into the project rather 
than wait until they get in and then try to correct them. 

This requires the guidance and the advice of good, well-trained 
interviewers before the ap plic ant is ever allowed to go into the project. 
Some tenants can ruin a project for the other residents. Well, that is 
beyond the point, Mr. Chairman, that is all the questions I have. 

Mr. Apponizio. Mr. Ashley, any questions ¢ 

Mr. Asuiey. Mr. Hollande r, I want to join with other members 
of the committee in commending you for your statement. I want 
to ask you a couple of questions in connection with your testimony. 
On page 1 you state very accurately that the costs of housing have 
risen so far that the lowest-priced new homes are beyond the reach 
of two-thirds or three-fourths of our city families. 

Now this has been the experience of this committee, too. We have 
found this to be true. You go from this statement of fact to some 
possible remedies which I think are subject to a raised eyebrow. 
You talk about the fact that these homes are priced too high for this 

staggering percentage of our citizens and yet the programs that you 
appear toe espouse wouldn’t have much to do with this. 

Now, for example, you refer to the testimony of Mr. Shishkin in 
which he suggests 3 percent loans over a 50-year period. This doesn’t 
have anything to do with the price. It has to do with the carrying 
charges to the purchaser but the price of the house presumably would 
remain the same. 

Mr. Ho.tuanper. Yes. 

Mr. Asutey. All I am doing is taking the criticism that you poke 
at the home mortgage guaranty program. Now this clearly ‘wouldn’t 
have anything to do with the price of a home. All it would do would 
be change the terms to a limited extent and thereby open up the 
market hopefully to a few more people who would also buy and make 
it a happier situation for our builders. I don’t think there is much 
difference between the purpose and the method of this home mort- 
gage guaranty program and the suggestion of Mr. Lowell and Mr. 
Shishkin. 

Mr. Hontianper. Mr. Ashley, when I think of the price of housing 
I really don’t mean only the price of the house and I guess I should 
have made this clearer than I did. I have had some experience when 
I was in the Bureau of Labor Statistics with research into the way 
in which families spend their money, consumers’ expenditures, and 
some surveys and research we did on this subject in connection with 
the cost of living index, and to the person who is occupying a house, 
the cost of his housing is what he pays out, not the price tag on the 
house actually, but what he has to pay in terms of his income month 
by month and year by year. 

Actually as you know, it includes not only the shelter but it in- 

cludes the taxes and the utilities and the water and the other things 








578 HOUSING ACT OF 1958 


that go with living in a dwelling. And it seemed to us that there 
are three principal components of this, obviously. 

There is the cost of the building, the cost of the land, and the cost of 
the financing. Now, as to the cost of the building, I am not prepared to 
say. This is a technical subject on which I am not competent. I wish 
there was more research done. I have noticed that some of the wit- 
nesses before you have urged additional funds to do some research on 
the questions of housing, ‘and I certainly think that would be a good 
idea, but with respect to the land and interest costs, land costs and 
interest costs, I think there are some things that we can do to lower the 
cost to the homeowner without regard to or as distinct from the price 
tag on the house, and it was to this that I was addressing these 2 sug- 
gestions, 1 having to do with the cost of the land and the other having 
to do with the interest. 

Mr. Asutey. Would your organization be in favor of the home mort- 
gage guaranty program if it were modified by putting a limitation on 
the interest rate and by adding certain other features that would pro- 
tect the consumer ? 

Mr. Hoxiuanper. Mr. Ashley, it is my impression that the kinds of 
lenders who are most affected by the home mortgage guaranty plan are 
those whose interest rates are on the high side already. 

Mr. Asutey. Well, the idea would be to extend it to all lending insti- 
tutions. I think that that is generally agreed now. 

Mr. Hoiianper. Well, may I answer that question in two parts. 
Within the framework of the existing programs I think it would be, 
if there were suitable safeguards analogous to those that now surround 
the FHA and VA programs, but beyond this I am of the opinion that 
in order to bring Nouste within the reach of a larger fraction of the 
population, and peakionlariy middle-income families, it is necessary 
to circumvent or supplement the ordinary market practices in the 
money markets to bring money to homeowners at much lower rates 
than any commercial lenders are able to offer. 

Mr. Asuiey. Well, now that takes us back to page 2 of your state- 
ment, where you touch on this, and I am wondering 1f the Government 
were to make available 3- -percent money on a 40-year basis, I am won- 
dering just what the mechanics of that would be. Wouldn't that ac- 
tually mean the necessity of increasing our public debt by $7 billion or 
$10 billion ? 

Mr. Horianper. Well, it might have this effect: The Government 
would have good security against the increase, and, therefor e, it would 
be a perfectly sound financial transaction, in my opinion. 

Mr. Asutey. I am just wondering where the money would come 
from. There would be a possibility, of course, of tapping the national 
service life insurance fund or of going out and trying to persuade the 
welfare funds that have been established by unions to participate in 
this or we could go simply to our Treasury and see that they finance 
through their regular means, and I am just wondering what your sug- 
gestion would be on this? 

Mr. Houtianper. There doesn’t seem to me to be any reason why this 
could not be handled out of such reserves as you suggest or by the Treas- 
ury. I guess I am not prepared to detail the precise structure and the 
procedures by which this could be done. I recall in the State of Con- 
necticut, when Mr. Bowles was Governor, the State set up a modest 
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experiment which was very successful while it lasted, of using the 
State’s credit for this purpose, which is to say, as I remember—it has 
been 10 years ago, and I don’t remember the details—but I think the 
State was actually in the business of using its own credit to advance 
money to builders or to home buyers for this purpose. 

The details of that are readily available, of course. 

Mr. Asuiey. One final comment. As our acting chairman indi- 
cated his interest, I would like to do the same with regard to your 
land-utilization suggestion. We have an interesting situation out 
in Toledo, Ten years ago the Federal Government purchased some 
land just outside of Toledo, 6 or 7 miles outside of the city, proper, for 
a relatively low sum of money, a very small amount actually, because 
it was rural property. 

The purpose was to construct a VA hospital. Subsequently the 
Veterans’ Administration decided there would be no need for a hos- 
pital at that site, so 8 or 9 years after the purchase of this land it was 
put up for public auction. There was a big question that came up 
whether or not the man who had owned the land and against whom 
the Government had proceeded in a condemnation proceeding should 
be entitled to buy back his land for something like the price which he 
had been paid. 

Apparently the policy of the Government is not to do that but to 
put it 7 for public auction and that land was sold for something in 
the neighborhood of four times what the condemnation recess am 
had awarded the original owner, so certainly it reflects the fantastic 
increase in valuation that can take place in land that is on the 
periphery of our urban section. 

Mr. Hoiianper. Over what period of time was this? 

Mr. Asuiey. An 8-year period, just after World War II. That 
is all I have, Mr. Chairman. Thank you. 

Mr. Apponizio. Any further questions? Thank you for coming, 
Mr. Hollander. We appreciate your testimony. 

Mr. Hortianper. Thank you. 

Mr. Apponiz1o. You may step aside. 

Our next witness will be Mr. Joseph B. Meegan, and Mr. Emil 
Seliga, representing the Back of the Yards Neighborhood Council. 

Will they please come forward ? 

Before you gentlemen begin, I would just like to express the re- 
grets of Congressman Rains, our chairman, who unfortunately had 
to appear before the Rules Committee this morning on the community- 
facilities bill. He asked me to express his regrets to you for not 
being here. 

I see both of you gentlemen have a statement, and I would suggest 
that you both read your statement and then subject yourselves to 
some questions by the committee. 


STATEMENT OF JOSEPH MEEGAN, EXECUTIVE SECRETARY, BACK 
OF THE YARDS SOCIAL ACTION CLUB AND NEIGHBORHOOD CON- 
SERVATION COMMITTEE 


Mr. Mercan. On behalf of the Back of the Yards Social Action 
Club and Neighborhood Conservation Committee of Chicago, I wel- 
come this opportunity to testify before the subcommittee of the 
House Banking and Currency Committee on H. R. 10637. 
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With me today and also representing our organization is Mr, Emil 
Seliga, president of the Talman Savings & Loan Association, and 
the Very Reverend Monsignor Thomas E. Meehan, former editor of 
the New World and pastor of St. Basil’s parish in Back of the Yards. 

Back of the Yards is a community consisting of more than 185 
church, labor, business, national, and other major groups represent- 
ing nearly 100,000 people living in back of the stockyards in Chicago, 
an area which is familiar to you as the scene of many national politi- 
cal conventions. 

The Back of the Yards Social Action Club was founded for the 
purpose of uniting all organizations to promote the general welfare 
of our community. The slogan of our organization is, “We the people 
will work out our own destiny.’ 

The Back of the Yards Social Action Club is interested in all prob- 
lems of the community. We differ from other community organiza- 
tions because we were not organized to deal with one specific problem 
and abstain from getting enmeshed in other problems which are re- 
lated to each other. 

Because of our many accomplishments, our record in health, nutri- 
tion, delinquency prevention, safety, and other related problems is 
known all over America. In the field of neighborhood conservation, 
we have received national recognition because of the achievements by 
our people themselves, without the aid of outside planners and a multi- 
plicity of agencies duplicating each other’s efforts. 

Please permit me to tell you something about our self-help conser- 
vation program which is related to H.R. 10637. 

This program had its start back in 1953 when we recognized that 
blight, which is a common problem in every old community in 
America, was casting its ominous shadow over the Back of the Yards. 
At that time, representatives of church, labor, business, industry, real 
estate, and savings institutions met for the purpose of seeing what 
could be done to attack neighborhood decay, blight, and flight. 

We were acutely conscious of the enormous stake we had in our 
community. Where else, we asked ourselves, are there 20 churches 
and schools all paid for, and where else are there places to work, near- 
by shopping centers, 33 recreation agencies, and 29 savings institu- 
tions? 

We asked, where else is there a community with children wanted 
and appreciated. We talked about our low taxes. We had no hidden 
costs in the area such as special assessments to pay for paved streets 
and alleys and sewers to eliminate floods. 

After reviewing all the benefits we were blessed with, we decided 
not to run away, but to stick and stay and work on a program of posi- 
tive action to save the Back of the Yards. 

Our self-help conservation program, which we launched in 1953, 
has been comprised of several separate and distinct efforts. Permit 
me to describe these efforts for you: 

First, there was an intensive effort to repair and remodel our pres- 
ent homes. Local home-improvement contests, sparked by appeals 
from local churches and our community newspaper, have resulted in 
an unprecedented amount of home-improvement work and remodel- 
ing. 
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Thousands of residents have been cited with certificates of merit in 
recognition for beautifying their homes. Cash prizes and savings 
bonds have been awarded to citizens whose homes showed the best 
interior and exterior remodeling improvements. 

Speaking candidly, social pressure played an important role in en- 
couraging neighbors to improve their homes in order to keep up with 
their neighbors. Today, more than 4,000, or over 50 percent, of the 
homes in the Back of Yards community have undergone major repair 
and remodeling work. 

Second, the laws pertaining to housing were rigidly enforced. With 
the assistance of the mayor and other officials, a rigorous program 
of enforcement of building codes, zoning, and sanitation laws has 
been maintained. There are no “sneak conversions’—the forerunners 
of blight—in the Back of the Yards area. Our streets and alleys 
are among the cleanest in Chicago. 

Third, a program of new home building was begun. In studying 
ways to save the Back of the Yards area, our council recognized the 
need for building new homes for families who couldn’t find housing 
in the community and who, as a result, would be forced to move away. 
I believe it is interesting to note that in getting these new homes 
built, several unusual things were done by the Back of the Yards 
Social Action Club and Conservation Club. 

For example, we successfully completed a tax and title search on 
over 800 pieces of vacant property in the community. Our organi- 
zation had been told by the Chicago Title & Trust Co. that no com- 
munity, to their knowledge, ever did this before. Our zeal was not 
to be deterred by painstaking searches and because no one else ever 
attempted this project. 

As another unusual step, the Back of the Yards Social Action Club 
decided to buy 2,000 front feet of property to be subdivided for 49 
new homes in our old neighborhood. The subdivision was named 
Destiny Manor with homes only for those with children. With the 
help of our mayor and other elected officials, we paved our own streets, 
provided water, gas, electricity, sewers, sidewalks, and alleys. 

Since 1953, and including the Destiny Manor project, over 175 
new homes have been built in Back of the Yards. These 3-bedroom, 
full-basement, fully plastered homes with paved streets, sidewalks, 
sump pumps, and overhead sewers are sold for as little as $15,900. 

In all our efforts to improve the Back of the Yards area, we have 
been acutely conscious of the need for credit. While we are aware 
that several types of institutions and organizations issue home mort- 
gage and improvement loan credit, we are also aware, on the basis 
of past experience, that we prefer to deal with savings and loan asso- 
ciations. There are several reasons for this: 

First: Savings and loan associations are an integral part of com- 
munity life. They belong to our people. The funds in them are 
our savings. ‘The officers, directors, and staffs are made up of neigh- 
borhood residents who understand and help us solve our problems. 

Second: By reason of their substantial investment in office buildings 
within the community, these associations have a financial stake in the 
physical welfare of the community. 

Third: Also by reason of their location within the community, 
and the convenience afforded therefrom, there is a minimum of delay 








582 HOUSING ACT OF 1958 


and ‘redtape in transacting the actual details of business. In con- 
trast, if financing from organizations outside the community were 
secured, the procedure would inevitably be more cumbersome and 
complicated. 

Fourth: These associations are issuing credit on their own risk, 
without passing this risk onto the Federal Government—a policy, 
so far as we are concerned, which is in keeping with the motto of the 
Back of the Yards area: “We the people will work out our own 
destiny.” 

Fifth: The conventional loan used by these savings institutions can 
be processed much more rapidly than loans insured or guaranteed by 
the Federal Government. 

The bill currently before this committee, H. R. 10637, would expand 
the usefulness of the conventional loan, which is the principal home 
financing tool available through our neighborhood savings institu- 
tions. 

At the present moment, the people in the Back of the Yards and 
Chicago in general, have an important stake in seeing the conven- 
tional loan improved and made more useful, because we are now on 
the threshold of a new program of home construction—a program 
which will enable us to make the most dramatic progress to date in 
improving and conserving our community. 

Let me give you a few details about the proposed home-building 
program : ‘In the Back of the Yards area, there are approximately 
600 vacant lots with frontages of 24 and 25 feet. 

The Chicago City Council recently amended its building and zon- 
ing regulations to permit 20-foot wide homes to be built on 25-foot 
lots, and 19-foot homes to be built on 24-foot lots. Most of the lots 
are 125 feet deep, so that the lack of frontage for the homes will be 
more than made up by the length of the house. 

Each house will have 3 bedrooms, a full basement, a combination 
living-dining room, and a kitchen. 

We are now in the process of beginning the construction of several 
hundred new homes. 

As was the case with Destiny Manor, all of the new homes will be 
sold to relatives of families already in the Back of the Yards area. 

We hope a substantial number will be purchased by young married 
couples. Frankly, we want to keep these young families in our com- 
munity because they assure a continuation of he althy progress in the 
area and because they assure, too, a continuation of efforts to achieve 
high standards of neighborhood improvement and maintenance. 

‘As this committee rec ognizes, many young families are unable to 
come up with more than a modest downpayment. To satisfy their 
financing needs, we naturally turn to the 29 savings and loan associa- 
tions located in the Back of the Yards area. 

These institutions, holding over $406,754,000 of neighborhood sav 
ings, have furnished us a complete and highly satisfactory service 
with but one exception. By charter and regul: ations they are limited 
to loans not in excess of 80 percent of v alue. Nor will they approve 
loans where the difference between their top loan and the purchaser’s 
downpayment might be covered by secondary financing—for which 
we commend them. 
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And I might add in every way the savings and loan protects the 
borrower to make sure he gets a good deal. 

We believe this one shortcoming, a higher conventional mortgage 
loan, can and would be overcome if H. R. 10637 were enacted into 
law. We know from our experiences with our people that a 10 percent 
downpayment is within the reach of the majority of our young folks 
and we know our savings associations are willing to make the higher 
percentage loans under such a program. 

Before I conclude, Mr. Chairman, I'd like to state that our np ord 
zation was quite disturbed last week when it noted in a July 8, 1958, 
release in the Wall Street Journal that the Housing and Home Finance 
Administrator, Albert Cole, was reported having described this pro- 
posal before you as ¢ “scheme which would only result in overlapping 
and confusion to the detriment of the home buyer, the builder, and 
lender.” 

Our people resent Mr. Cole’s remarks, especially his reference to 
this proposal as a “scheme.” Is it a “scheme” for hard working, 
frugal people of our community and America who save money in 
their own private savings institutions to ask and receive permission 
from our Government to use our own funds to grant 90 percent loans 
for building new homes for ourselves ? 

Is it a scheme to try to help ourselves and not be dependent on 
Government agencies to provide immediate decent and badly needed 
housing ¢ 

Must we be like so many others who come to Washington for Fed- 
eral money for housing, or can’t we go it alone, using our own funds ? 

Why should we have to use the FHA when our own institutions 
san do the job? 

It has always been our conviction that Federal agencies were to 
= called in only when private agencies failed or did not even exist. 

In fact, it appears to us that even President Eisenhower seems to be 
in accord with our views. 

In April of this year, he stated— 
the consistent purpose of the Federal Government should be to seek in every way 
to encourage private capital and private investors to finance in competitive 
markets the myriad activities in our economy, including housing constructions. 

We believe H. R. 10637 does just that. 

Permit me, however, to clarify our position toward the FHA. 
We believe it has a noble and proper function. In the areas of our 
country that are short of local private funds, it serves a definite 
purpose. 

In the back of the yards and the many other communities of our 
country where local funds are plentiful, we see no legitimate reason 
for imposing it on us. Weare not trying to displace them but neither 
should they try to replace us. 

We therefore respectfully urge Congress to endorse this bill and thus 
provide another impor tant step in our neighborhood and conservation 
program. 

Mr. Apponiz1o. Thank you very much, Mr. Meegan. 

I think now before we question you, we shall hear from Mr. Seliga. 

Mr. Meecan. Mr. Chairman, we have with us today Msgr. Thomas 
E. Meehan, who was formerly the editor of the New World. The 
New World in Chicago is the largest archdiocesan newspaper in this 
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countrv. He was formerly editor of the Catholic Press in America, 
and Monsignor Meehan is vitally interested in neighborhood conserva- 
tion, not only in his parish but for the church in general in Chicago, 
and I beg your kind indulgence if you will please to give monsignor a 
few minutes to speak extemporaneously. 

Mr. Apponizi10. We will be very happy to hear him. 


STATEMENT OF THE VERY REVEREND MONSIGNOR THOMAS A. 
MEEHAN, PASTOR OF ST. BASIL’S PARISH, CHICAGO, ILL. 


Monsignor MEEHAN. My name is Thomas A. Meehan, not “KE.” as 
Mr. Meegan’s account. I am a Catholic priest. Iam pastor of a large 
parish in the area that Mr. Meegan referred to, St. Basil's parish, 1850 
Garfield Boulevard, in Chicago. 

I don’t claim to know anything about banking, nor do I claim to 
be an expert on housing in any way, shape, or form. My purpose in 
coming here is to bring out a need in our nei@hborhood, that is a need 
for, you might say, neighborhood conservation, and I believe that this 
House bill which is under consideration now will be of great help in 
neighborhood renewal, in old neighborhoods in large urban centers, 
not only in Chicago but in such places as New York and Los Angeles, 
Cleveland—take any large city, St. Louis, in our country. 

In our particular area, as Mr. Meegan has pointed out, we have had 
a title search on all vacant property and have found that there are 
in excess of 800 vacant pieces of property, varying in size from 25 to 
even 100 feet of frontage. 

This particular bill would enable savings and loan associations—and 
we have 29 of them in an area which is approximately 5 square miles; 
well, it would be about 5 miles in length and 2 miles in width. 

The savings and loan associations are supported nationally by the 
people in that particular community, and they have the interest of the 
community at heart and they are willing to finance very economical 
housing, and this variation from the 80 percent which they now can 
give to the 90 percent which is proposed in this bill would, of course, 
be of great help, particularly to young people. 

And that is one of the things that you have to look forward to, I 
think in urban renewal, to make it possible for young people to have 
adequate housing and with a minimum, you might say, of down- 
payment. 

This bill seems to me to propose this, and it is for that reason if for 
no other, first of all, to build new housing which will give the older 
people and people who have been there sometime a faith that this 
community 1s going to continue and a realization that other people 
have faith in the community and beyond that to give younger people 
an opportunity to have low-priced housing at rates which they can 
afford to pay and with a downpayment which is within their means. 

Most of the houses which are built on these 24-foot lots vary be- 
tween $16,000 and $18,000 in our community. With all improve- 
ments on the property itself, we have obtained much of this property 
at a minimum, and sell it to contractors at this minimum price and 
make them guarantee that they won't increase the price of the prop- 
erty atall. 
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This particular thing has worked in our community, and if it can 
work here it can work elsewhere. 

Efforts can be made through various city councils where there is, 
you might say, not adequate frontage, to use the depth of the lot, and 
an architect can plan a house which is livable and commodious and well 
within the costs that young people or even people of family can afford. 

And it is for these reasons that I heartily endorse this bill, and I 
urge, as far as I am able to, its adopt! ion by the committee and by the 
House as a whole. 

Thank you. 

Mr. Apponizio. ‘Thank you, Monsignor. 

Just one question before you leave: Are you a member of the Back 
of the Yards Council ; do you belong to this organization ? 

Monsignor Merman. Our par ish isa member. Iam not a member as 
an individual, but Iam as the pastor of the parish. Our parish belongs 
to the Back of the Yards Neighborhood Council and in addition to 
that our Holy Name Soc lety be longs to it, the Altar and Rosary So- 
ciety, the Mothers’ Club, and the various Scouting units all participate 
in what is known as the Back of the Yards Neighborhood Council. 

Mr. Apponizo. Thank you. 

Mr. Seliga. 


STATEMENT OF EMIL J. SELIGA, REPRESENTATIVE OF THE BACK 
OF THE YARDS COUNCIL 


Mr. Sevica. My name is Emil J. Seliga. I am president of the Tal- 
man Federal Savings & Loan Association of Chicago, and I appear 
here today as one of the representatives of the Back of the Yards Coun- 
cil of Chicago. 

First of all, let me say that I am in complete agreement with the 
statement made by Mr. Joseph Meegan, the executive officer of the 
Back of the Yards Council. 

It seems to me that Mr. Meegan’s statement has clearly outlined 
the potential assistance the home loan guaranty plan affords for the 
Back of the Yards area 

Mr. Meegan’s statement is important, not only as it relates to the 
improvement of a vital area of Chicago, but because it also furnishes 
a highly useful guidepost as to how savings and loan associations 
might be of great assistance in saving literally thousands of neighbor- 
hoods in the United States. 

I believe there is a lesson of considerable importance to all students 
of housing in the fact that conventional loans provide the kind of flex- 
ible financing necessary to undertake the proposed building program 
in the Back of the Yards area. 

The lesson is threefold: First, that the success of an antiblight pro- 
gram is basically a product of local community efforts: 

Second, that the necessary decisions and actions in carrying on this 
program are per formed by people living in the community ; and, 

Third, that whatever credit is necessary is usually made av: ailable 
through the local savings and loan institutions. 

To put it another way: The task of saving our neighborhoods in- 
volves such a great multitude of decisions and activity ‘cles arly beyond 
the ability of Government bodies or Government programs. 


28451 o8 os 
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It is my sincere belief that the conventional loan program is the 
financing plan most flexible and responsive to the needs of a particular 
community. The financing of the 600 new homes on 24- and 25-foot 
lots in the back-of-the- yards area is an example of this flexibility. 

Because of the unusual lot sizes, because there are numerous small 
contractors involved, and because of other complexities of the situa- 
tion, only lenders completely familiar with local conditions could 
satisfy the local needs. 

It should be emphasized that these complexities and complications 
are not unique to the back-of-the-yards area. In neighborhood after 
neighborhood in American cities, you will find that each community 
has its own special kind of localized problems, and that, to a very con- 
siderable extent, the home financing most readily and speedily avail- 
able to help solve these problems and save these salaideataihe will 
have to be conventional financing through savings and loan associa- 
tions. 

Furthermore, with over $11 billion a year available for investment 
in residential financing, savings and loan associations are able and 
willing to help with the 3 job. 

The flexibility and adaptability of the conventional loan in im- 
proving the back-of-the-yards area is evidence that this statement is 
not merely a theory; it isa reality. 

Because H. R. 10637 will increase the usefulness and effectiveness 
of the conventional loan, I believe without a question of a doubt that 
passage of this bill w ould permit savings and loan institutions to step 
up their efforts to conserve existing neighborhoods and thereby render 
a great service to the welfare of our cities and of our Nation. 

‘Because of the long record of this committee in attempting to ex- 
pand and improve new home building, I am sure you will be in- 
terested in what effect the enactment of this proposal will have on new 
home building. 

My own view is that home building will be aided in two ways: 

F irst, by facilitating the sale of many existing homes, upon which 
the sale of an increasing proportion of new homes depends; and, 

Second, by per mitting an increase in the number of new housing 
starts financed by conv entional loans. 

Actually, as the figures here show, the number of new housing starts 
financed by conventional loans has varied very little in recent years : 











Year | Total starts | Conven- FHA and 
tional VA 
a a eel 1, 352, 000 666, 000 | 686, 000 
ee eee ee? 20” - 2 nandeabapbwatcaweananmaimumew 1, 068, 000 668, 000 | 408, 000 
a TE ee ese wkinniebapmas 1, 201, 000 | 618, 000 | 583, 000 
a i i tes Sasi mint 1, 309, 000 640, 000 | 669, 000 
SECS Ee pcevbnmivenwen jenbsieatasecwes ehiceb cake 1, 093, 000 | 633,000 | 460, 000 
i a cicahsannmninicd mal 992, 000 696, 000 | 296, 000 





It is probably, in my judgment, that within a year or two of enact- 
ment of this oe al, the conventional sector of the mortgage market 
will be supplying the credit for an additional 50,000 to 100,000 addi- 


tional housing starts. 
Thus, the base of conventionally financed construction—the most 
stable area of new housing starts—would be increased from between 








HOUSING ACT OF 1958 587 


the current volume of 600,000 to 700,000 to a higher volume of between 
700,000 to 800,000. 

Certainly everyone interested in greater stability in the home con- 
struction field would agree that this would be a highly beneficial de- 
velopment. 

Beyond the next year or two, it seems to me that the fate of this 
proposal will determine to a considerable degree whether “conven- 
tional” home financing will be able to make an appreciably greater con- 
tribution to the increased home building that will be required 5 to 10 
years from now, or whether this increase (ultimately to 1,500,000 and 
2 million starts annually) will be financed almost entirely through 
loans insured by the Federal Housing Administration. 

In the absence of an increase from 80 to 90 percent in our maximum 
loan limitation and of a partial guaranty to encourage our institutions 
to make these high percentage loans, I doubt seriously if the propor- 
tion of new construction financed by conventional loans will be able 
to keep pace with the general increase in new building. 

The chances are that without this additional machinery, the per- 
centage of new constructions financed by conventional loans will be 
reduced in the years ahead. 

When our appearance was scheduled before this committee, it was 
suggested that this committee would be interested in hearing about the 
“unemployment protection privilege” recently inaugurated in mort- 
gage agreements by the savings and loan association I serve, the Tal- 
man Federal of Chicago. 

In so doing, may I respectfully suggest that in modifying mort- 
gage loan terms and adapting these terms to the peculiar or temporary 
requirements of a community, the enormous flexibility of the conven- 
tional loan is, again, not merely a theory ; it is a reality. 

To describe it briefly, our unemployment protection privilege per- 
mits the borrower to skip as many as 6 sential loan payments of loan 
principal and interest, if the borrower becomes unemployed. 

So far as we know, this is the first time a savings and loan organi- 
zation has incorporated language into its mortgage notes specifically 
designed to cushion the shock of unemployment. 

In fact, I would add further, I don’t know of any other home lender 
in the country that is doing it. 

In all frankness, I should say that this major revision in our home 
contract was designed to bolster confidence on the part of prospective 
homeowners in the Chicago area by providing reassurance to those 
who were contemplating home buying in the near future. 

I might say, too, that in developing this particular provision in our 
loan contract, we were proceeding on the theory that financial insti- 
tutions, and particularly home financing institutions, have a responsi- 
bility to minimize, to as great an extent as possible, any feeling of in- 
security on the part of the borrower. r 

Traditionally, we have believed that if a borrower runs into trouble 
because of circumstances beyond his control, we have an obligation to 
carry him through his difficulty. ; 

The new language on our unemployment protection privilege merely 
formalizes this belief. When we make a loan, we consider the borrower 
i good risk. He does not, in our judgment, become a bad risk just 
because he faces temporary unemployment. 


-teeceereiiitneeen 
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At Talman, we do not believe that the byproducts of economic 
distress—such as some borrowers out of work—must inevitably be the 
responsibility of the Federal Government. 

On the contrary, we believe that American business organizations 
should go as far as they can to make sure that these problems are 
alleviated and solved by business organizations themselves to the 
greatest extent possible without reliance upon or recourse to the Gov- 
ernment. 

It was suggested that, in commenting on the Talman unemployment 
protection privilege, I might also wis sh to express an — on H, R. 
10457, introduced by the distinguished chairman of this committee, 
Mr. Rains, which would authorize the Federal Housing Commissioner 
to purchase FHA loans for the purpose of avoiding foreclosure. 

First, let me say that my institution and I are wholeheartedly in 
favor of any constructive program designed to avoid foreclosures. 
I believe the sincerity of our position is demonstrated by our intro- 
duction of the T alman une mployme nt protec tion pr IV ilege. Thus, 
we would favor the general objectives of the bill. 

Second, it would seem that safeguards have to be taken to make 
certain that the authority envisioned in this proposal does not en- 
courage the dumping of mortgages upon the Federal Housing Ad- 
ministration. 

I would strongly suggest the insertion of language in the bill which 
would make it clear that such authority should not be used until it 
is evident that the delinquency of the borrower is permanent, and 
not temporary or a matter of just a few months. 

Certainly the language of the bill should specifically define con- 
gressional intent with respect to the time factor in determining de- 
faults. As a possible guide, the Talman unemployment protection 
clause provides for the suspension of as many as six monthly pay- 
ments of principal and interest. 

It may well be that H. R. 10457 presents this committee with an 
opportunity to make a searching reappraisal of the present standards 
used in determining whether FHA or VA loans are in default. If 
the present recession deepens or is prolonged, FHA and VA defaults 
may well become a serious national problem. 

As the article in the July 1 issue of the Wall Street Journal indi- 
cates, defaults on VA loans have already shown some increase, and 
this is also probably true of FHA loans as well. 

It is sometimes said that the fact that the conventional lender has 
to suffer any possible loss on a loan makes certain that the lender 
is sympathetic and responsive to the problems of the borrowers; in- 
deed, 1t could be argued that practical business consider: ations re- 
quire greater and more prolonged sympathy and understanding to- 
ward the borrower on the part of the conventionai lender than on the 
part of the FHA and VA lenders. 

Frankly, I doubt if this was ever the intent of Congress, or if it is 
today the intent of Congress. On the contrary, I believe that Con- 
gress intended the holders of FHA and VA loans to certainly be as 
patient and understanding of the plight of the borrowers struck by 
the recession as are, for example, conventional lenders. 

The present recession, it seems to me, affords the opportunity for 
Congress to see that these programs provide such flexibility. 
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I would like to conclude my remarks by expressing a purely per- 
sonal statement of surprise and regret that the plan contemplated by 
HI. R. 10637 has been so vigorously “opposed by housing officials of the 
administration. 

While these officials have outlined numerous objections to the plan, 
I suspect that, rather than for these stated reasons, their opposition 
stems mainly from the fear that this plan will harm the FHA program. 

It seems to me that there is little basis in fact for this concern because 
the demand for high-percentage, long- term, home-loan credit is so 
great—and it will become even greater in the years ahead—that it is 
difficult even to conceive of a time when there would not be an impor- 
tant role for the FHA program. 

The Home Mortgage Guarantee Corporation, as contemplated in 
H. R. 10637, is certainly not intended to replace FHA; it merely pro- 

vides a new vehicle for enabling lenders specializing in conventional 
iat ans to better serve the home-buying public. 

I sincerely hope this committee and the Congress will act favorably 
on this proposal. 

Mr. Apponizio. Thank you very much, gentlemen. I want to com- 
pliment each of you, including the monsignor, for very fine statements. 

Now, as I understand your testimony, one reason you favor this 
home loan guaranty plan is that you feel that FHA standards are too 
rigid—and JI am talking about lot sizes now—to permit the FHA- 
insured loans in the area that you are interested in, in Chicago. 

Now, am I correct in that ? 

Mr. Mrecan. Yes, sir; you are correct in that. 

Mr. Sexica. I would also add, Mr. Chairman, that I would hope that 
would not be interpreted to mean that the FHA should change their 
standards if they in their good judgment feel that in order to insure 
loans that will be salable nationally, it might not be prudent for them 
to have specialized standards for loc: al communities. 

Mr. Apponizio. We have had witnesses testify that this plan would 
aid ownership in the small towns and rural areas 

Now, you people tell us that the plan would help considerably in 
neighborhood rehabilitation and urban renewal in our large cities. 

You also estimate that the plan would provide from 50,000 to 
100,000 additional housing starts by conventional financing. 

I had further been told that this plan would help eliminate second 
mortgages. Now, it seems to me that these advantages far outweigh 
any arguments that have been advanced against this plan. 

Are you in agreement with that? 

Mr. Sevica. Well, being in the savings and loan business for twenty- 
some-odd years, L am afraid that it might be considered I am a preju- 
diced witness, but frankly, Mr. Chairman, I can’t understand why 
when we hear witnesses and when we see reports and studies all of 
which indicate that what we need in our Nation is more and better 
housing, we shouldn't use all of the tools we can find that are prudent 
and reasonable. 

Now, it has been suggested from time to time that the only interest 
that a savings and loan association has in expanding its lending pro- 
gram is to benefit itself, and yet the fact of the matter is that the 
savings and loan associations realize—we certainly do—that we will 
never get our money back unless the borrower pays it back to us. 
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We see nothing desirable about having a house go into foreclosure, 
because it is expensive, it is time-consuming, and it is wasteful. 

There are just so many practical business reasons against it. There- 
fore, it has always been to the advantage of the savings and loan 
association to see to it that the house is a good house, to see to it that 
the borrower is not overextending himself, and, if that is the case, 
and it is, it seems to me that this can’t help but aid these noble objec- 
tives to which we all subscribe. 

Mr. Merean. Mr. Chairman, I would like to say, too, to concur with 
Mr. Seliga—I don’t represent a savings institution; I represent a 
community organization—I think we should utilize every existing 
means and methods to get new homes built, especially in older neigh- 
borhoods. 

In our neighborhood, for instance, our people don’t know anything 
about FHA. I can tell you that I have never heard in all of the 175 
lots that we had cleared—when we clear lots, we clear delinquent lots, 
adverse property, and then we have people come in and ask us, “I 
would like to buy this particular lot to build a home,” or “I would 
like to build a home for my youngster, or my daughter, or son,” and 
they have never once mentioned FHA. 

They use these savings institutions. I would like to point out in 
the case of Talman Federal, that this institution started a little over 
20 years ago. Meager payments by the people have resulted in a total 
capital of $256 million. 

n our community we have had institutions that started with 
$15,000 in 1941 and the same institutions today have $25 million. 
And these people are people that believe in just going around the 
corner when they get their paycheck and bringing in and putting part 
into the savings institution, so they don’t know anything about FHA. 

Mr. Barrett. Will you yield there for a question ? 

Wouldn’t you say because of the savings and loan associations 
demonstrating good human relations and being an integral part of 
the community that that is the reason why these people know nothing 
about FHA ? 

Mr. Merean. That we have demonstrated good human relations? 

Mr. Barrett. Yes. 

Mr. Meecan. Do you mean with the savings and loan? 

Mr. Barretr. And your contacts in guiding them on how to spend 
their money. 

Mr. Meecan. No; we don’t guide them on how to spend their 
money; we don’t suggest even how they spend their money. 

The Back of the Yards organization is composed of all organiza- 
tions in the neighborhood. It is not our policy to tell people what to 
do with their money. If people come to us and ask us for a lot, we 
merely turn over these lots to them. 

The reason why they go to these savings and loans is because they 
know about savings and loans, they are part and parcel, an integral 
part of the community, but we don’t guide them to savings and loans. 

I have nothing to do with the savings and loans. I am not a direc- 
tor of the savings and loans. . 

Mr. Barretr. But in the association, you try to guide them as care- 
fully as you can to do the proper thing, as to obtaining property, and 
you recommend that they should go to the savings and loans. 
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Mr. Meraan. Not necessarily. We don’t make any recommenda- 
tions to them at all as to where to go for their loans. 

I will say that we have insurance companies in the neighborhood 
and mortgage brokers. We have banks. I have never heard of an 
insurance company ever giving a loan in the neighborhood. We don’t 
make any recommendation. 

It seems as though either they belong to the savings and loans them- 
selves or one of their neighbors, the man downstairs, or perhaps the 
woman next door, or they read about it in the community newspaper. 

Mr. Barrerr. Well, rt was very impressed with the monsignor’s 
statement. I thought this was the most humane testimony that has 
ever been offered here in the public interest and following the method 
by which they have been buying their properties indicated to me that 
they were using public relations and human relations never before 
demonstrated in any area of the country. 

Mr. Merean. Well, I think that isso. It was just last evening that 
the majority leader, John McCormack, stated that Back of the Yards 
is the greatest living example of self-help of any community in the 
country. He made that statement last evening. 

Mr. Barretrr. But you would say the cause of their depositing 
money in savings and loans is done through human relations practiced 
by these associations ? 

Mr. Meecan. That is done through human relations? I wouldn’t 
say that the Back of the Yards Council as an organization directs 
people. I would say the organization is participating, and I would 
~~ the individuals through their organization. 

would like to say one thing about the council that might not be 
clear to most of you, but the Back of the Yards Council is well known 
for its wonderful welfare programs. 

We came here to Congress just a couple of years ago to get Father 
Rigney, a priest who was held in Red China for 4 years, out of bond- 
age, and we appealed to the Members of Congress. 

Mr. Apponizi1o. Mr. Meegan, I am sure that the committee knows 
full well of the wonderful work that your organization is doing, and I 
am sure that all of us hold your organization in very high regard. 

I feel very strongly about the fact that if we had more such organi- 
zations throughout our metropolitan areas, our job here in Washing- 
ton, particularly on this Housing Subcommittee, would be much 
easier. 

Now, I have several other questions I would like to ask and as you 
know, the bells have rung and the House is going to go into session at 
12 o’clock, and it might be necessary for us to be there immediately. 

Now, there have been lots of charges made against this home loan 
guaranty plan, and one of them is to the effect that the basic FHA 
system will be undermined. 

Do you think there is anything to this argument? 

Mr. Serica. Are you asking me, Mr. Chairman ? 

Mr. Apponizio. It does not make any difference. Anyone is free to 
answer. 

Mr. Serica. I feel very strongly about this, because the truth is the 
FHA has a function completely different from the savings and loan 
associations’ function. The function of the savings and loan is that 
by and large they are conventional lenders. They somehow feel if 
they have a responsibility, they should discharge it. 
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It may sound like flag waving to say that, but it is an honest state- 
ment that the board of directors, the appraisers, the loan officers, do 
prefer to go it alone, so to speak. 

Now as long as we have that tradition and as long as it has, as the 
record shows, resulted in 600,000 housing starts a year plus or minus, 
we have that existing, the fact that the creation of this sort of organi- 
zation, this insurance corpor ation, will increase the number of loans 
made through the conventional plan, and cannot easily be interpreted 
to mean that it is going to hurt the FHA, because we know that we 
need more housing. 

Mr. Apponizio. Now one of the other charges that we have heard is 
that this home loan guaranty plan is discriminatory in the sense that 
it does not take into consideration other lending institutions. 

Also, some people oppose it because it does not set a ceiling on the 
interest rate or it does not set out any minimum property standards, 
things of that nature. 

Mr. Sexiea. I would like to answer those. 

Mr. Apponizio. You have no objection if this committee, in its judg- 
ment, saw fit to amend this plan in that respect ? 

Mr. Serica. If I may, I would like to give an answer first to some 
of the propositions underlying these charges. First of all, on the 
issue of discrimination, as you well know, the plan is e xpanding itself 
to take care of other lenders. On the issue of exorbitant interest rates, 
I would violently disagree that there is excessive interest. rates being 
charged. The Talman Federal at the present time has an average 
yield from its mortgage loans of 5.38 percent. I do not believe that is 
excessive. The loans that we are making at the present time are aver- 
aging 514 percent. Now when I say averaging 51% percent, one might 
say what is your top and what is your bottom ? 

Our floor is 514 and our ceiling is 6 pe reent. The majority of the 
loans, month after month, have been at 534 to 514 percent. The FHA 
rate is 534 effectively, so I don’t concur at all with the idea that the 
savings and Joan associations are out to get the borrower. 

Third, on the matter of property standards, the fact is that there 
is this tradition within the business to see to it that the borrower gets 
a good house because we want him to be happy in it. 

Unless he is happy in it, well, as the slogan of the Talman Federal 
runs, people are more important than money, and it is said in all 
seriousness because we know th: ut the money doesn’t come into the 
institution by itself, the people bring it in. They don’t have to if they 
don’t want to. They can become quite ornery about repaying their 
debts if they are not happy. 

Mr. Apponizio. So you would accept these amendments that have 
been suggested ? 

Mr. Sevica. Oh, yes. 

Mr. Apponiz10o. Now I notice also that you support very strongly 
our antiforeclosure bill to give the F HA Commissioner ‘nde litional 
authority to prevent foreclosure where the borrower is ae ‘ring eco- 
nomic distress, and I would like to compliment you on the unique fea- 
ture of your conventional loan contract. under which the borrower may 
skip up to six monthly payments if he is unemployed. 

I think that makes very good sense and you are to be commended 
for it. 
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Mr. Serica. Thank you. 

Mr. Apponizio. Now let me ask you this: When the homeowner is 
back on the job, does he have to make up the missed installment right 
away or do you extend the term of the loan ? 

Mr. Sevica. We extend the term of the loan. His monthly pay- 
ments continue as the contract originally provided. 

Mr. Apponizio. Thank you. I have no further questions. Mr. 
Betts. 

Mr. Berrs. Gentlemen, I don’t want to pass up the opportunity 
of extending my commendations to you and your groups for what you 
have done in Chicago. I think too often people tend to play up F ederal 
governmental assistance and play down the historic American con- 
cept of self-help. If I could single out any one of you for special 
praise, I would single out the monsignor because I have always felt 
this matter of better community life is certainly as great a challenge 
to the church as it is to the Government. 

Now as far as the matter at hand is concerned, I was not clear 
about your last answers to the chairman. With regard to these mat- 
ters of regulation of interest rate and maintaining the provisions for 
inspection, did I understand you were willing to accept those or do you 
object to them ? 

Mr. Sevica. I would put it this way : I think they are unnecessary. 

Mr. Berrs. They are unnecessary ? 

Mr. Serica. They are unnecessary. To be more blunt about it, I 
would say that for the savings and loan associations, I resent the 
implications that surround it. The implications are that you people 
cannot be trusted, you people are not concerned with the consumer 
welfare. 

Now if the reason they are being included is that one, then I would 
resent it and say I would rather not see it in there because the facts 
prove that they are not necessary. 

Mr. Brrrs. Well, now would you say that banks and insurance com- 
panies should resent that as far as they are concerned under FHA? 
I am trying to rationalize the difference. You have said that you set 
up standards. 

Mr. Seuica. Yes. 

Mr. Berrs. Does that mean that banks don’t ? 

Mr. Serica. Well, the argument there is a little different. The sell- 
ing point of the FITA program is salability. Now if you have sala- 
bility, you have a standardized commodity. You have standardized 
merchandise. You must, in order to have standardized merchandise, 
have quite a few standards and the interest rates, I suppose, would be 
part of it. 

Mr. Berrs. I am inclined to agree with you except that I don’t quite 
rationalize the idea or theory of having standards in one area and not 
in another. 

Mr. Serica. Well, the standards in the FHA area stem more from, 
you might say, the demands of the prospective purchaser of those 
loans because we must recognize that the reason why we have an FHA 
program is to encourage lenders who normally might not find them- 
selves in the home mortgage field, to encourage them to come into it. 
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Now we must bear in mind, too, that they will not come in even 
though you may have insurance of the balance unless there is that 
standard. 

Mr. Berrts. All right, but following that through, don’t you think 
if we pass this guar anty loan program, then there would be the same 
need for standards as the FHA provisions ¢ 

Mr. Sexica. You don’t have salability, though. The conventional 
mortgage isn’t on the market block all of the time. The savings and 
loan associations keep it for their own portfolio. 

Mr. Berrs. Would you consider a loan made under this loan guar- 
anty program as a conventional loan even though it is partly guar- 
anteed ¢ 

Mr. Serica. Yes. In Wisconsin there is a private insurance com- 
pany set up to guarantee loans. 

Mr. Berrs. Do you know how that is working ? 

Mr. Serica. I understand they are having moderate success in some 
areas and great success in Milwaukee. We haven’t bothered with it 
at all because we would rather take the risk, ourselves. 

Mr. Berrs. But as I understand it, you would not object to this plan 
being made to include all forms of lending institutions ? 

Mr. Serica. No, that is a matter of indifference to us as long as we 
have the proposals and as long as the Home Loan Bank Board is given 
the right to see to it that the same philosophy of operations that the 
savings and loan associations always had are prevailing in the plan, 
too. 

Mr. Berrs. Some witnesses have even suggested that the FHA might 
be amended to include this plan of company insurance. Do you think 
that is possible / ? 

Mr. Serica. I suppose that is one way of taking care of the other 
lenders and let this program be reserved for savings and loan associa- 
tions. [ don’t see anything so shocking or so disc riminatory about hav- 
ing this exclusively for savings and loans. The money is coming out 
of the savings and loan associations. As you well know, the initial 
capital is coming from the Federal Home Loan Bank System which, 
in turn, received it from the stock purchases which the savings and 
loan associations have made, themselves. So it is our own money. 
It is the money of the savings and loan associations. I see nothing—I 
would put it this way: I don’t see the difference between this approach 
and the chartering of a radio station or a TV station. We give exclu- 
sive rights to WBKB in Chicago to function in the public interest with- 
in certain limitations but it is exclusive. It just operates by itself. 

Mr. Berrs. Are you acquainted with the fact that in New York 
State the loan-to-value ratio has been increased to 90 percent ? 

Mr. Serica. I am glad you brought that up and I wonder if I have 
a minute to comment on that. 

Mr. Berrs. I don’t mind running overtime if it is all right with 
the chairman. 

Mr. Serica. I think that is a very important question that you ask, 
Congr essman, and I would like to make this observation: The sav ings 
and loan associations in New York and the s savings banks have taken 
one road to make 90 percent loans. In order to make them soundly, 
the law requires that they must set up reserves within their own insti- 
tutions, taken out of the income of those particular loans. 
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Mr. Berrs. It is a half a percent, I believe. 

Mr. Seuica. Yes. The institution, itself, sets up the reserve to cover 
its potential losses. It is a desirable plan, it is a good plan, but how 
much better would it be certainly for the smaller institutions if that 
pool which now is held by each of these individual institutions could 
be put into one pool. 

Therein is the strength of the home mortgage guaranty plan, because 
it does the latter. 

Mr. Berrs. Could that be done within the range of private enter- 
prise without the Government doing it? Could any savings and loan 
company group enter into a pool like this for guaranteed loans? 

Mr. Serica. Yes. 

Mr. Berrs. Without this program ? 

Mr. Sexica. But nowhere near as sound because we start with a base 
of, I believe, it is $20 million now of capital stock. Therein is your 
basic assurance that you have a sound plan. 

The New York plan is equally sound because the base there is the 
reserves that already exist in the institutions which supplement the 
valtry dollars that you begin your operations with on a 90-percent 

asis. 

Mr. Bers. In other words, your analysis of the New York situation 
is that the base isn’t spread as it w ould be in this situation? 

Mr. Serica. That is right. The Bowery Bank, the Dime Savings 
Bank, with them this is a wonderful plan, but I doubt if it is equally 
sound for the little institutions throughout New York State. 

Mr. Berrts. I think you have contributed a lot this morning. Thank 
you very much. I won’t say that I am completely committed. 

Mr. Apponizio. Mrs. Sullivan, have you any questions? 

Mrs. Sutzivan. I have no questions, Mr. Chairman. I just can’t 
pass up the opportunity, though, to say that I have read about the 
Back of the Yards Council for some years. This is the first time 
I have had the opportunity to listen to any of you in testimony before 
the Congress. I think that the Back of the Yards movement has pro- 
vided real inspiration to many neighborhood-improvement groups. 

I know that it has in our city. While our people in St. Louis have 
not gone into it with your intensity, the groups have done much to try 
to bring the people of the neighborhood together and to stir up enough 
interest in maintaining their property and keeping it in repair. It is 
my hope that the “Back of the Yards” movement can become so well 
known that many other areas can profit from your very fine examples 
and experiences. 

Thank you for coming here to testify. 

Mr. Meecan. Thank youso much. 

Mr. Apponiz1o. Thank you, gentlemen, for appearing and also you, 
Monsignor. We appreciate very much your testimony. You have 
made very fine witnesses. The committee will stand in recess until 
10 o’clock tomorrow morning at which time we will have as our first 
witness Mr. George W. West, representing the United States Chamber 
of Commerce. 

(Whereupon, at 12:09 p. m., the subcommittee adjourned to recon- 
vene at 10a. m., Friday, July 18, 1958.) 
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FRIDAY, JULY 18, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HousING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., Hon. 
Albert Rains presiding. 

Present: Messrs. Rains, Addonizio, Mrs. Sullivan, Messrs. Mc- 
Donough, and Betts. 

Mr. Rains. The committee will be in order. I see we have a heavy 
schedule for today. I am going to ask all witnesses to remember, as 
Shakespeare said, that brevity is the soul of wit. 

The first witness this morning is my longtime good friend, Mr. 
George West, of Atlanta, Ga., chairman of the Feder al S: avings & Loan 
board, member of the U nited States Chamber of Commerce. 

Mr. West, Iam glad to see you here again. 

Mr. West. Thank you, Mr. Chairman and members. I am glad 
to be here, especially with this cool, cool weather in July. 


STATEMENT OF GEORGE W. WEST, SR., CHAIRMAN OF THE BOARD, 
FIRST FEDERAL SAVINGS & LOAN ASSOCIATION OF ATLANTA, 
AND MEMBER OF THE BOARD OF DIRECTORS, UNITED STATES 
CHAMBER OF COMMERCE 


Mr. West. My name is George W. West, and my hometown is 
Atlanta, Ga., and I am a director of the Chamber of Commerce of the 
United States and represent their construction and civic development 
department. 

The Chamber of Commerce of the United States is composed of about 
8,000 voting members that are local chambers and trade and profes- 
sional associations throughout the country. Iam delighted to present 
to this committee a summary which will be very short, Mr. Chairman, 
in the interest of your time and within the scope of the policy of the 
chamber of commerce, and if you gentlemen want to ask me any ques- 
tions I will be delighted to answer. 

I have been in the shelter business for 48 years and my primary 
business in Atlanta is the West Lumber Co. 

Mr. Rains. Would you rather have a seat ? 

Mr. West. No, sir, if you don’t object, I would rather stand up. 
My experience is if you sit down and the discussion gets heated, you 
forget who the speaker is sometimes. 

My tes stimony will relate to urban renewal, public housing, and 
college housing. Briefly the national chamber recommends approval 
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of no more than $200 million in grant authorizations for the urban 
renewal program for the fiscal year 1959 with gradual reduction in the 
proportion and ultimate phasing out of Federal participation in urban 
renewal, no more than $200 million for college housing loans. We 
urge the disapproval of proposals for additional public - housing and 
any program for subsidizing middle-income housing. 

Now on the subject of urban renewal, this Committee within the first 
half of 1958 has already considered or is considering legislation dealing 
with overall urban development programs which would total $6 billion. 
These proposals include community facilities, depressed areas, the 
imergency Housing Act, and now the so-called omnibus housing bill. 
The predominant trend which can be seen from all of these legisl: ative 
proposals is that the Federal Government is rapidly becoming the 
control center for the physical development of our cities. 

This is a dangerous trend that can only diminish self-reliance and 
responsibility and cause local governments to become mere applica- 
tion points for Federal aid. We believe there is much unused capacity 
for locally financed development. 

However, this capacity will not exert itself so long as Federal pro- 
grams discourage local initiative. Among the immediate steps which 

can be and are “being taken in many areas are first, the adoption of 

modern land use policies; second, local and State construction of 
needed public facilities; third, reappraisal of current local govern- 
mental structure to meet modern demands; fourth, modernization of 
housing codes and their enforcement; and, fifth, modernization of 
State constitutions and laws. 

We believe the purposes of urban renewal in general can be better 
served by gradually reducing the Federal share as outlined in H. R. 
11173, limiting grant authorizations for fiscal year 1959 to $200 million, 
and ultimately phasing out Federal participation completely. 

Now to the subject of college housing loans. In general, the national 
chamber supports a modific ation of the college housing loan program 
as proposed in H. R. 11173 with these stipulations: We support the 
request for $200 million additional authorizations for college loan 
housing and recommend the approval to limit these funds to revenue- 
producing housing facilities and place all future loans at interest rates 
which would reflect current Government borrowing rates. 

We recommend rejection of H. R. 12572 which would authorize a 
total of $1 billion additional funds for direct Federal loans for college 
construction. This is almost 6 times the $175 million authorized last 
vear and exceeds the administration’s request this year by $800 million. 
Even more significant is the precedent-setting change in the purpose 
of the program to establish a new $500 million program for loans for 
the construction of college classrooms and the purchase of equipment. 

There is no good reason for extending direct Federal financing into 
the area of construction and maintenance of classrooms. The Presi- 
dent’s Committee on Education Beyond High School, in its second 
report to the President, made July 1957, stated : 

The extension of the college housing loan program to help finance instructional 
and general facilities of a non-income-producing nature, would require the 
pledging of general institutional credit and would tend to make strong institutions 
stronger and weak ones weaker. It would also tend to drain off general operating 
funds for debt servicing. 
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Moreover, there has been no definitive evaluation of efficiency with 
which institutions of higher education are using classroom facilities 
already at their disposal and which would demonstrate that enroll- 
ments have been limited because of lack of classroom space. 

Therefore, we question the grounds for the proposal. As a matter 
of fact, the few studies of space-time utilization made on campuses 
and within States have indicated that classroom facilities are seldom 
used more than half the time. A study completed, but not yet re- 
leased, from the Big Ten and California universities has been said 
to demonstrate that even these public institutions have no more 
than 60 percent space-time utilization record. 

Classroom and laboratory facilities are often idle part of the 
morning or afternoon, all of the ev ening and seldom used on Sat- 
urday. As far as financing of facilities is concerned, a revealing sur- 
vey was conducted recently under the combined auspices of the 
American Alumni Council, the American College Public Relations 
Association, and the Council for Financial Aid to Education. The 
details of this survey are included in our full statement. 

Mr. Rarns. May we interrupt you there, Mr. West, to say that 
the full statement is to be included in the record. 

Mr. West. Generally this survey shows that contributions, gifts, 
and grants from voluntary sources to 910 institutions reporting in 
the survey totaled nearly $833 million in 1957 as opposed to $336 mil- 
lion or compared with, given to 728 institutions in 1955. 

Other details of the survey show that there has been a marked 
increase in contributions from all segments. Foundations, alumni, 
religious denominations, business concerns, parents, and all others 
showed substantial gains in the level of their giving to higher edu- 
cation. 

Therefore, it seems that with fuller space-time utilization of exist- 
ing classrooms and continued state, local and private support for 
higher education, our colleges and universities can provide instruc- 
tional facilities for increased enrollment and need no Federal as- 

sistance for this purpose. 

I should like to turn now to proposals relating to the public hous- 
ing program. We urge the committee to oppose | any further author- 
ization for construction of public housing and oppose the extension 
of current authorizations beyond the expiration date of June 380, 
1959, as proposed in H. R. 1117: 

This type of Government housing has been offered to the publie 
for 24 years under a variety of sales appeals to cure depressions, to 
establish social judgment, to eliminate slums, to decrease juvenile 
delinquency, and to abate recessions. The federally subsidized hous- 
ing program has grown over the years to a point where it now totals 
nearly a half a million units. 

That the program has fallen short of any of its goals is clearly 
evidenced by the many revolutionary changes proposed this year as 
we show in our complete statement. 

The program which was designed for low-income families would 
now extend the income exemption provisions to a point where it is 
conceivable that housing for many middle income families would be 
subsidized if S. 4035 were cael Furthermore, it seems completely 
inconsistent that financial incentive need be given to local housing 
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authorities to carry out their program in an economical and efficient 
fashion. Moreover, making such incentives more easily obtainable 
through rental to higher income tenants could only lead these au- 
thorities to abdicate their fundamental purposes. 

Beyond this, S. 4035 provides that the local authority shall at Fed- 
eral expense provide “such social and recreational guidance as nec- 
essary In assisting families to become tenants and citizens of a lar- 
ger community.” This has been criticized by the Comptroller Sow 
eral as being far beyond the scope of any Federal program. 

We believe that a proper shelter program for those most in need 
ean and should be handled and financed by local and State govern- 
ments and that the private home building industry can and is pro- 
viding a decent, safe, and sanitary housing demand under our pres- 
ent sy ystem. ‘This becomes abund: intly clear as one looks at more than 
12 million privately financed homes within all price ranges since 
World War II and the increasing rate of home ownership. More- 
over, statistics released by the Department of Labor earlier this week 
show that seasonally adjusted rate of housing starts are at the 
highest point since 1956. 

In closing, I would like to reiterate the belief of the national 
chamber that overall urban development, including community and 
housing facilities, must ultimately become the complete 1 esponsibility 
of local and State governments if our economic system is to retain 
its strong found: ation. 

Mr. Chairman and members of the committee, this is my story and 
that of the Chamber of Commerce of the United States. I shall be 
glad to answer any questions I can. 

Mr. Rarns. Mr. West, your entire statement will be included in 
the record and I appreciate your abbreviating the statement. 

(The complete statement of Mr. West is as follows:) 


TESTIMONY OF GEORGE W. WEST, SR., FOR THE CHAMBER OF COMMERCE OF THB 
UNITED STATES 


I am George W. West, Sr., chairman of the board of the First Federal Savings 
& Loan Association of Atlanta, Ga. I am a member of the board of directors of 
the Chamber of Commerce of the United States. 

My testimony will relate to urban renewal, public housing and college housing. 

The national chamber recommends that the committee approve: 

1. No more than $200 million in grants for the urban renewal program for 
fiscal year 1959 with 

2. Gradual reduction in the proportion of Federal participation in urban re- 
newal grants as proposed in H. R. 1117 

3. No more than $200 million for college housing loans. 

We urge the committee to reject— 

1. Proposals for additional public housing. 

2. Any program for subsidizing middle-income housing. 





I. URBAN RENEWAL 


The predominant trend of legislative proposals dealing with the overall physical 
levelopment of communities is to increase greatly the responsibility of the Fed- 
2ral Government for urban development. 

For example, we have federally subsidized public housing for low-income fam- 
ilies. And almost every session of Congress examines a serious proposal to 
expand this type of Government housing by 200,000 to 500,000 units per year. 

Some bills now advocate Federal aid for middle-income housing for another 
vast segment of the Nation’s families. 

These will be examined later in our remarks. 
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This committee has already voted on several Federal aids related to urban 
renewal this year. For example, the community facilities legislation would make 
Federal loans available to over 17,000 communities for 17 broad areas of local 
development. 

Special Federal aids for so-called depressed areas were proposed to sustain 
commercial and industrial activity in certain areas. 

And it is now proposed that urban renewal spending be greatly expanded in 
volume, coverage, and time. 

This is a dangerous trend that can only diminish local pride and responsibility 
us local governments tend to become mere application points for Federal aids, 
while the National Government grows in power. 

We believe that the stimulation of local leadership for increased and balanced 
urban development is the best single approach to the improvement of communities. 
And to that end, we have developed a positive program for urban development. 
A copy is attached for your information. 

briefly, this program brings together the efforts of local chambers of commerce, 
trade and professional associations, business firms and the national chamber to 
help solve our metropolitan problems, 

We fully realize and appreciate that the existing program of urban renewal is 
an improvement in concept over the previous Federal programs related to hous- 
ing and community development, because of its requirements for local responsi 
bility and leadership. 

However, we urge that the long-range Federal urban renewal program be 
aimed at reducing the Federal role and increasing still further the role of local 
goverlimeulis. 

It has been said in the course of these hearings that if Federal participation 
were reduced, it would have damaging effect on the entire program of urban 
revitalization. We believe that the concept of urban renewal and development 
has come of age, and local demand for it would remain strong even if the Federal 
Government were to gradually reduce its participation. 

Many local and State governments are being strained by the tremendous pres 
sures for additional community facilities and public works which have been 
created by the rapid growth and change of most urban areas. Much moderniza- 
tion of State laws and local government machinery is needed to meet these de- 
mands. That will take some time but significant pioneering is already being 
done by several cities. 

The so-called metropolitan problem, or urban problem, is certainly much more 
than one problem. It is complex involving economic, social, political, and 
physical factors. 

Urban development is not just housing. Urban physical development includes 
industrial, commercial transportation, community facilities development and 
renewal activities. 

Our urban problems are not created so much by the unwillingness of com 
munity leaders to deal with these serious matters, but rather by the rapid growth 
of the problems. They essentially require additional local leadership. 

Increasing congestion is among the most serious consequences of population 
growth and continuing urbanization. 

The growth of cities is not undesirable. In fact, urban growth is largely a re 
sult of increasing industrial and commercial job opportunities which attract 
people to cities. 

Congestion has also grown from the progress of medical science which has 
had the effect of increasing the number of live births and extending the lifetime 
of people. 

Technological change is part of the cause of congestion, and yet it is desirable 

In less than the average lifetime we have moved from animal transportation 
and live four-legged horsepower through the advent of electric power, oil-fuel 
powered motor vehicles, airplanes, atomic power, and into the space age. 

Almost all of the cities now affected by this vast technological revolution were 
laid out, and given such physical plans as they have, during the preceding era 


which was geared to slow-moving animal transportation. Thus, we are jar ing 
new urban needs on obsolete urban patterns. 

It is now time for more cities to adopt a imodern land-use policy in order to 
channel urban growth and change toward the realization of the potential of the 
human and natural resources available in our communities 

The modernization of land-use policy can best come about through the ma 


turing of community leadership. We must depend on communities to volun 
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tarily agree to the necessary public assignment of land-use for both private 
and public purposes. 

We are for the construction at local and State levels of fully adequate public 
facilities. And certainly there is a backlog of unfilled demand for water and 
sewer facilities, streets, parks, hospitals, libraries, and other public facilities. 

We are fully aware of the problems involved in supplying these community 
facilities under the present conditions of local government. 

We recognize that the effect of population growth and technological change 
have made cities grow together so that, now, single economic and social areas 
have fragmented political structures. This condition now makes necessary a 
reappraisal of our current local governmental structures. 

This condition of government is recognized by local and State political leaders 
and much action is now taking place to bring about the necessary unification 
of local government activities. This is as it should be, and we believe that the 
organizations and facilities for communicating the know-how for the improve- 
ment of local government are adequate to meet this part of the problem of 
urban growth. 

It is natural that local government leaders may be attracted to apply for 
any Federal aids which are made available for the financing of the facilities 
which are so much in demand. However, although municipal financing is at 
present a substantial problem for most towns and cities, there is still much 
unused capacity for properly and equitably apportioning the costs of local goy- 
ernment to the people who benefit from it. 

This problem, too, can yield to improved community leadership and the re- 
sulting modernization of local government. 

The lack of adequate housing codes and followthrough enforcement is ad- 
mittedly a major urban problem. 

It is education and persuasion and the maturing of citizen responsibility 
which makes the devices of housing codes effective in eliminating blight. Thus, 
housing codes and their improvement and enforcement must certainly be a re- 
sponsibility which communities accept for themselves. 

Again, it would be most difficult to visualize a way in which this problem 
could be solved by the Federal Government. We believe we can depend on the 
stimulation which results from our rising level of education and our growing 
sense of citizen responsibility to improve this area of urban development. 

State constitutions and State laws which set the broad framework for local 
government were designed for conditions of population and transportation 
which in many cases has changed much since this legal framework was adopted. 

State and local leaders are well aware of the need for a reappraisal of assess- 
ment systems, tax rate limitations, tax sources, annexation arrangements and 
other key factors which affect the operation of the machinery of local govern- 
ment. 

We can expect that the needed legal changes can be well thought through and 
achieved in time to make the participation of the Federal Government in these 
affairs less important. 

From an economic standpoint, the expansion called for by S. 4035, as passed 
by the Senate, will, we believe, have undesirable effects on future Federal 
budgets. Urban renewal capital grants are not susceptible to the usual appro- 
priation process and represent delayed obligations on the part of the Federal 
Government. 

As these delayed obligations begin coming due, it would not be inconceivable 
for the Federal Government to have to pay out hundreds of millions of dollars 
in any one year to meet these demands. 

In general, we believe the proposal as set forth in H. R. 11178 to be much more 
practical. 

Specifically, whereas communities participating in the urban renewal program 
are required to pay one-third of the cost of the program with the Federal Gov- 
ernment shouldering the remaining two-thirds, H. R. 11173 would increase local 
responsibility to a point where it would be on a par with the Federal contribu- 
tion by 1962. 

Certainly it is reasonable to expect communities to share equally in the cost, 
because these urban renewal projects represent direct financial returns to the 
communities involved. Cities receive an increased tax base of great and almost 
immediate financial value. In the long run, it is reasonable to assume that many 
cities would receive sufficient increased taxes from redevelopment to recapture 
all of their expenditures. 
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We believe that the proposal in H. R. 11178 would set in motion a principle 
of greater local participation and could substantially reduce the annual Federal 
outlays in the future. 

At a time when the Federal Government is faced with large deficits for which 
every American citizen, including future generations, will have to pay, we be- 
lieve that the Congress should and must take a more practical approach to the 
solution of our urban problems than that evidenced in 8. 4035, by 

1. gradually reducing the ratio of Federal participation in urban renewal and 

2. increasing the role of local and State government. 


II. COLLEGE HOUSING LOANS 


In general, the national chamber also supports the modification of the col- 
lege housing loan program, as proposed in H. R. 11173 with these stipulations: 

We support the request for $200 million additional authorization for loans for 
college housing. 

We especially urge approval of the provisions which: 

1. limit the availability of these funds to revenue-producing housing facilities. 

2. Place all future loans at interest rates making the loan program self-liquidat- 
ing, hence permitting immediate resale of most of these Federal loans to private 
agencies. 

We recommend rejection of the wholly unnecessary proposals embodied in H. R. 
12752 and similar bills. These proposals would completely dilute the current 
dormitory financing program. 

The bill would authorize a total of $1 billion additional funds for direct Federal 
loans for college construction. This is almost 6 times the $175 million authorized 
last vear and exceeds the administration request this year by $800 million. 

But perhaps even more significant is the precedent-setting change in the purpose 
of the program through the establishment of a new program of loans for the 
construction of college classrooms and the purchase of equipment. 

There is no good reason for extending direct Federal financing into the area 
of construction and maintenance of classrooms at subsidized interest rates. 

Limitations on enrollments have resulted in some cases from lack of dormitory 
space, but not classroom space, 

Moreover, the President’s Committee on Education Beyond High School, in its 
second report to the President, made in July 1957, stated that: 

“The extension of the college housing loan program to help finance instruc- 
tional and general facilities of a non-income-producing nature would require the 
pledging of general institutional credit and would tend to make strong institutions 
stronger and weak ones weaker. It would also tend to drain off general operating 
funds for debt servicing.” 

Certainly the objectivity of this select committee should carry considerable 
weight with your committee. 

There has been no definitive evaluation of the efficiency with which institu- 
tions of higher education are using classroom facilities, which would demonstrate 
that enrollments have been limited because of lack of classroom space. There- 
fore, we question the grounds for the proposal. As a matter of fact, the few 
studies of space-time utilization made on individual campuses or within States 
have indicated that classroom facilities are seldom used more than half of the 
time. A study completed but not yet released from the Big Ten and California 
universities has been said to demonstrate that even these public institutions have 
no more than a 60-percent space-time utilization record. 

Private colleges will presumably show no better record and many of them a 
much poorer one. Classroom and laboratory facilities often are idle part of the 
morning or afternoon periods, all of the evenings, and are seldom used on Sat- 
urdays. This is especially true in the smaller private colleges, except in those 
urban areas where they operate with greater efficiency. 

We ean and do support continued college housing loans for the purpose of 
getting the dormitory space needed to permit enrollment increases—even though 
many colleges have recently indicated that they could handle more students- 
and would welcome them. 

As far as financing is concerned, a revealing survey was conducted recently 
under the combined auspices of the American Alumni Council, the American 
College Public Relations Association, and the Council for Financial Aid to 
Edueation. 

3ased on questionnaires sent to all of the Nation’s 1,886 private and public, 
2-year and 4-year colleges and universities, the study shows that gifts and grants 
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from voluntary sources to 910 reporting institutions totaled nearly $833 million 
in 1957. In 1955, when the biennial survey was first conducted, 728 institutions 
reported gifts and grants of $336 million. 

An exact comparison of just 553 of the institutions which took part in both 
the 1957 and 1955 surveys indicates a 62-percent increase in giving; and if the 
special grants of the Ford Foundation for faculty salary endowment are included, 
the increase is 102 percent. 

Every source markedly increased its support. Foundations, alumni, religious 
denominations, business concerns, college trustees, parents, and other individuals 
all showed substantial gains in the level of giving. 

In 1957, a larger volume of support was reported for faculty and staff compen 
sation than for any other purpose. This fact was due to the Ford Foundation 
grants. (Without these, direct gifts for faculty salaries actually fell off by $4 
million between 1955 and 1957.) Contributions for faculty salaries represented 
29 percent of the grand total, and unrestricted or general purpose gifts accounted 
for 24 percent of the gift dollar to education 

All told, contributions for faculty and staff compensation, including the Ford 
grants, increased 506 percent during the 2-year period. The next highest gain 
was in grants for basic research up 135 percent, followed by gifts for plant and 
facilities, up 112 percent, and gifts for unrestricted purposes, up 105 percent. 

Therefore, it appears that with fuller space-time utilization of existing class 
rooms and continued State, local, and private support for higher education, our 
colleges and universities can provide instructional facilities for increased en 
rollments and need no Federal assistance for this purpose 


Ill. PUBLIC HOUSING 


I should like to turn now to proposals relating to the public housing progran 

We urge the committee to oppose any further authorization for construction of 
public housing and oppose the extension of the current authorization beyond its 
expiration date of June 30, 1959, as proposed in H. R. 11178 

This type of Government housing has been offered to the public for 24 vears 
under a variety of sales appeals o cure a depression, to establish social jus 
tice, to eliminate slums, to decrease juvenile delinquency, and to abate recessions. 

The federally subsidized public-housing program has grown over the veurs to 
a point where it now totals nearly a half million units 

That the program has fallen short of any of its goals is clearly evidenced by 
the many revolutionary changes proposed this year 

Where the public-housing program was designed for low-income families, S 
1035 as nassed bv the Senate. extends the income-exvemption provisions to a point 
where it is conceivable that a family having a total annual income of SY,S00 
could remain in residence in one of these unit 

For example: applied to a family of 4 in a program with admission limits ot 
800 per vear and continued occupancy limits of $4,750 per year, the exemption 


for secondary wage earners would permit admission to the project of families 






having a gross income of 85,000 per vear and permit continued occupancy in the 
project of families with a total income of $5,950 per year, if, in addition to 
the head of the family, 2 other members are wage earners. If any member of 
the family is receiving veterans’ disability compensation, under the provisions 
of the Housing Act of 1948, the family income may be further increased by the 
amount of such compensation. If the two secondary wage earners are minors 
earning the modest sums of $2,500 per vear each, under a provision of the Hous 


ing Act of 1949, for continued occupancy purposes, the family could have an 


| 
income up to $9,800 per year. When applied to large families of various com 
positions, these exemption provisions could make families eligible for low-rent 
housing who have gross incomes far in exces faverag 

As 8S. 4035 is presently written, it proclaims in section 402 (a) that “the 
dwellings in low-rent housing shall be av: ble solely for families of low in 


come.” 
The details of the bill, however, do not support this stateme1 
Certainly, if there is a financial incentive given to the local housing authority 


and such incentive could be more easily achieved if units were rented to higher 


income tenants, these are the people who are going to get the units 
The fallacy lies in the economically unsound basis for the provision in section 
105 (c) which states that “in any vear the receipts of a public-housing agency 


in connection with a low-rent housing project exceed its expenditures * al 
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amount equal to such excess shall be divided (i) one-third to the public-housing 
agency solely for low-rent-housing use, which use shall be reported by the pub- 
lic-housing agency in its annual certification to the Authority pursuant to this 
subsection (Federal Public Housing Administration), and (ii) two-thirds for 
repayment of outstanding development or acquisition loans in connection with 
the project either through immediate repayment or establishment of a sinking 
fund.” 

It would certainly seem more logical that these local authorities would apply 
all moneys exceeding operating costs to amortization of the outstanding bonds, 
instead of requiring these moneys as incentives to carry out their duties. 

Beyond this, 8. 4035 provides that the local authority shall at Federal expense 
provide “such social and recreational guidance as is necessary in assisting 
families to become good tenants and citizens of the larger community.” 

This has been criticized by the Comptroller General as being beyond the scope 
of any Federal program. 

We believe that a proper shelter program for those most in need can and 
should be handled and financed by local and State governments and that the 
private home-building industry can and is providing the decent, safe, and sani- 
tary housing demanded under our present system. 

This becomes abundantly clear as one looks at the more than 12 million pri- 
vately financed homes built in all price ranges since World War II and the 
increasing rate of homeownership each year. 

Moreover, statistics released by the Department of Labor earlier this week 
showed the seasonally adjusted rate of private housing starts at the highest 
point since August 1956. 

SUMMARY 


In closing I would like to reiterate the belief of the membership of the national 
chamber that overall urban development, including housing, industrial, and com- 
munity facilities must become increasingly the responsibility of local, metro- 
politan, and State governments if our economic system is to retain its strong 
foundation. 

This we can do by at least making communities responsible for 50 percent of 
the cost. of the urban-renewal program, modifying the college-housing program 
us proposed in our testimony and put a halt to overwhelming Federal subsidies 
for housing of lower and middle income groups. 


Mr. Rains. You are speaking the opinions of the majority of the 
members of the Chamber of Commerce of the United States / 
Mr. Wesr. That is right. The members in relation to their contri 


bution oa size have delegates and these delegates meet annually. 


-_ 


We have a policy committee that starts to meet about 3 months before 
1h) ¢ pe H-se SSI 1) meetings, and the policy is pp ropoun ided as Vou gentle 
men make luws: everybody has : a chance to appear and then we have 


tt winals half-day session where we start out. to reapprove or add to or 
winend polici les and, after that is done, polici ies are then promulg rated 
and the boo k is published and SO the statl goes to work for next year 
with this bible in their hand. 

Mr. Ratns. | get those books and I have no fieht with the United 
States Chamber of Commerce. In fact some of the leaders are from 
mv home district. I have to say, however, and I will say for the ree- 
ord that if those members of the United States Chamber of Commerce 
who write that, were sitting in the same places we are sitting, they 
wouldn't write the same kind of report. 

We have pending before us what seems to me a very good private 
enterprise bill and it has stirred up a great deal of heat and it is the 
home loan guaranty proposal recently originated by the savings and 
loan associations. 

What do you think about that proposal i in your personal capacity 4 
I am not asking the chamber of commerce’s viewpoint. 








606 HOUSING ACT OF 1958 


Mr. West. Well, of course, I am for it. Let me say this: The sav- 
ings and loan people, members of the Federal Home Loan Bank 
System, both State chartered and Federal, have continually operated 
ata disadvantage on their own lending programs because obviously 
you could lend a hundred percent most of the time on a VA program 
and now you can lend up with some limitations, 97 percent on an 
FHA program. Well, I don’t elect to go on an FHA program. I 
elect to go on my own steam. I have got more reserves or many of 
them have, than the mutual mortgage fund of FHA. 

I have been in the lending business all of my life and everyone I 
have ever been connected with I think is successful. I would rather 
make the difference in rate or I would rather have the same rate or 
accumulate my own reserves and do my own business. 

But if I can’t lend but 80 percent unless I subscribe to Government 
crutches or aid under some plan, then I am at a disadvantage with 
other lenders around the country and especially brokers who have 
little capital in the main, but who broker loans to other lenders who 
have capital and, of course, we are thankful to you. 

I am sure my own opinion won’t surprise you because down our 
way we have always been rated as having little cash money. I am 
in favor of selling a man a house with no money, no cash money and 
always have been all of my life, and I believe my experience on that 
basis is as good as anybody else’s e ‘xperience. 

Now there is one class of debt in this country that I think is jus- 
tified and that is home-mortgage debt, if it is for the purpose of acquir- 
ing a home. We have all got to live under shelter. We have no 
choice. We have either got to pay for it by the month or some other 
period of time or we have got to own it. 

We know the desirability of having a man own it and then if he 
can convert rent money to purchase money, he becomes what we will 
say is a better citizen: without discussing that, it is a long story. 

Mr. Rarns. I think that makes good sense. Then let me ask 
you-—— 

Mr. West. Let me finish my line of thought, if you don’t mind, 
Mr. Chairman. Then I came along to the VA loan program, which 
actually is a hundred percent guaranty on the part of the Govern- 
ment, not in the law, but by actual practice. I am sure we made over 
25 million and own over 25 million in the First Federal of Atlanta 
today on GI loans. Almost all of them are a hundred percent loans 
plus the closing costs and the 5-year premium. 

I will take the experience on that. First they were the amount per 
month a man could pay. It costs a thousand dollars just for a man 
to go into business owning his own home. He has to buy a refriger- 
ator, stove, move, buy drapes, and he has to have the things that go 
along with living. He hasa family, he has a family coming along, he 
intends to raise a family. 

Why charge him 3 percent cash under the GI bill? Why charge 
him any cash? It was the purpose, in my opinion, of this Congress 
that on account of their ee which changes 3 different times 
as you well know, probably 4, that he wouldn’t have to have any 
money. Yet we find a lender in New York, a great group of lenders 
that say well, he has got to have 10 percent c: ash and we are willing 
to engage in the lending. 
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My own experience is that many times the amount of cash paid 
down to purchase a house has very little to do—domestic relations are 
No. 1—with whether he will ever pay for that house. His wife will 
go one way, he will go another way, and the children maybe another 
way and you will get the house. It doesn’t make any difference what 
has been paid. 

Now that is an extreme reason, but that is one of them. Now I 
am certain that I would rather look the man in the face and look his 
job in the face. Take a young doctor. I am sure that we made a 
dozen or two young doctors hundred percent GI loans. They were in 
their last year in medical college. The law said present or prospective 
income. If a young doctor with his last ve ar as an intern or in medical 
college hasn’t got prospective income, I don’t know who has in this 
country. 

Mr. Rarns. I will have to interrupt you to say that doesn’t answer 
my question. I want to know this: Shall we let in other lenders, 
shall we put in standards of appraisals, shall we put a top ceiling on 
the interest rate, those are the things we are interested in. We have 
long gotten by what you were talking about. 

Mr. West. I am sorry, sir. I was taking you from cradle to grave. 
I thought probably you wanted to hear that. 

Well, insurance is on risk and, of course, FHA insurance ceases to 
be risk when it is paid down to a certain point. 

Mr. Rarns. That is right. 

Mr. West. Yes; I think this ought to be limited just like it is to the 
members of the Federal Home Loan Bank System who own all of the 
capital in the Federal Home Loan Bank System and they are willing 
to have under the supervision of this Congress part of their capital 
diverted to this purpose. 

We can call it an experiment if we want to. Asa matter of fact, I 
think when FHA started as an emergency measure which you will 
remember, it ought to have gone back into the business of just insur ing 
risk and not insuring the total loan which after a loan is paid down 
to some point, it is as good as currency and always has been. 

I think it ought to be confined to the group who put up the money. 
I think if later on Congress decides this is a good thing the way it is 
—— d with our money, let us say, and if ought to be changed to a 
broader field, why it is all right. 

I don’t think if rates are fixed it will do any good. These men are 
making conventional loans now and the record presented by Mr. Bubb 
the other day showed that probably two-thirds of this lending is on 
a conventional basis as it is called, and certainly nobody controls their 
rates except State laws and there is nobody controls their minimum 
standards except the town or the county in which they operate, and for 
goodness sake, now we have to say prayers to every piece of govern- 
ment right up to Washington for every little five or ten thousand 
dollar house a man can build and it is so burdened and their rules have 
been tightened for the last 20 years to the point where a man of modest 
income can’t buy the house because when he gets through with it he 
has all of these expenses. 

After all if I have to send a man to the city hall in Atlanta to stand 
all day to get a building permit, then the man who ultimately buys the 
house has to pay for that man’s time. He needs a pair of roller skates 
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because he has to see the smoke inspector, the heating man, the plumb 
ing inspector, he has to have an electrical permit, a so-called building 
permit which doesn’t include any of it and he had to get one from the 
street. department to open the street to cut the curb to put down the 
driveway—— 

Mr. Rarns. I have to tell you again we are all by that problem. 
Don’t give me so much detail. 

Let’s don’t get off the issue. Let’s stick on what Iask you. I want 
to know if you think we ought to put minimum property standards 
under the Home Loan Bank Board. I am not talking about FHA. 

Mr. West. No, sir. 

Mr. Rats. Then I want to know if you think we ought to put a 
ceiling on the interest rates 

Mr. West. No, sir. 

Mr. Ratns. You mentioned it should be applicable only to the 
members of the Home Loan Bank Board. I agree with that, but 
you presently know that practically everybody can be a member of 
the Home Loan Bank Board if they want to be—savings banks, insur 
ance companies, they are presently and always have been eligible under 
the law. 

Mr. West. That is right. 

Mr. Ratns. So you would have no objections to those who are 
eligible, if they want to come in, coming in, would you? 

Mr. West. [ couldn’t have objection. Itisinthelaw. They never 
have come in but a few of them. 

Mr. Rats. A few of them have. 

Mr. West. I agree. 

Mr. Rarns. I think that is all. Any questions, Mr. Addonizio¢ 

Mr. Apponizio. Mr. West, I noticed that your organization wants 
no more than $200 million in grants for the urban renewal program 
for fiscal year 1959 with a gradual reduction in the proportion of 
Federal participation in urban renewal grants as proposed in H. R. 
11175. 

Now to get to the first part of that statement, do you honestly feel 
$200 million is sufficient in view of the fact there is presen tly a back 
log of $350 million in applications and these applications are pouring 
in at an accelerated rate at the present time ? 

Mr. Wesr. Well, we think it is time for Congress to take extra 


ordinary cognizance = their own debts. Now the collateral of this 
debt, it seems to me, is, first, ground in the United States and, second, 


the buildings. Person: nal property is rather perishable. I can’t imag 
ine that anybody connected with the Federal Government in the 
appropriations field believes that the ‘y have money enough to go to 
every city in the United States and undertake to put up half of 
or any other part of it which would be billions and billions of dollars. 

I think I heard the mayor from Nashville testify over in the Senate 
a few months ago that in Tennessee the principal cities had estimated 
they would need $680 million to do this job. Well, when they get that 
job done, they will need another $680 million because houses wear 
out and areas become blighted as a natural consequence of we . 

I just believe that this is the local community's problem. I don’t 
believe it is the problem of the United States Government. I never 
have believed so. Of course, you need a billion dollars to start with 
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if you are going to have to do a 10-cent job of urban redevelopment 
in the United States and that won't last a week. 

Mr. Apponizi0, That leads us to the second part of the statement 
where you propose that the Federal participation be reduced over a 
period of time. 

Mr. West. Phaseout, that is right, to where the cities take care of 
themselves. 

Mr. Apponizio. Of course, the cities are in very dire financial straits 
and, in effect, if this committee enacts your recommendations, we 
would be killing the program. Don’t you agree with that? 

Mr. West. Hasn't it been admitted that for every dollar that comes 
from my town to Washington and gets back, 36 or 38 percent is taken 
out. Therefore, Atlanta can well issue bonds and so can every other 
town and the obligations are tax free as concerns your tax and their 
tax. 

Mr. Rains. I think I should interrupt you to say this, Mr. West. 
You know I happen to be a States rights Democrat, but I don’t like 
to hear fellows make statements about so much goes to Washington 
and so much is taken out. 

Your State of Georgia and my State of Alabama get more back 
from the Federal Government than we pay in income taxes. Now 
if you doubt that, I will give you the figures. 

Mr. Wrst. That ought to make the other States great complainers. 

Mr. Rats. That is how it he appens to be. 

Mr. Apponizio. The State of New Jersey is not in that fortunate 
position. 

Mr. Ratns. I understand that. But here is where the trouble 
comes. Who do you think except the people in An ibama and New 
Jersey pay for the landing of the marines in the Far East? Do you 
realize there are certain governmental expenses that are certainly the 
duty of every citizen in the United States, so naturally somebody has 
got to pay the national bill, so I don’t think the chamber ought to 
alw: iys be sending out these State government deals that I get from 
mine, pointing out that so many dollars is kept. 

Sure, we have to keep an army and navy and whether it is wise or 
not and I don’t always vote for it, we have a foreign-aid program, I 
don’t support it all of the time, but T am saying that is part of the 
national operation. 

Mr. West. I think so, too. 

Mr. Rains. So whenever you make the statement that they take out 
so much, you are not getting down to brass tacks with it. 

Mr. West. I don’t care how much you take out to support the United 
States Army, but as a taxpayer, I am complaining about any money 
coming up here that the city of Atlanta ought to collect and spend 
themselves. 

Mr. Rains. I will give you another one. I used to serve as the 
speaker of the Alabama Legislature. I came up all through it. In 
Atlanta and the State legislature, State legisl: ators and city officials 
will not lay on the tax even to build the highw: LYS. 

Mr. West. Certainly so. They won't levy a tax to build an airport. 

Mr. Rarns. They wont assume the responsibilities at the State level 
they should; do you agree with that? 
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Mr. West. They don’t assume that responsibility if they think they 
can shake the Christmas tree up here and get down money, and it is 
natural they wouldn’t. If you gentlemen would say to them, “Don’t 
come to us for these extraneous things: tend to your own business,” 
they wouldn’t wait. 

Except they wait way beyond the time of reason because they hope 
to get free money from you. 

Mr. Rats. It reminds me of a cartoon hanging on my office wall, 
and I would like you to see it, Mr. West, and it is a true story in my 
district. 

The United States Government cut out a weather bureau and a few 
weeks before I had all of these strong letters about cutting out every- 
thing in Washington, and this was a picture of the chamber of com- 
merce coming to Washington to see me, saying, “No matter what you 
do, don’t you let that weather bureau be cut out.’ 

That is about the way it goes. 

Mr. West. I recall many years ago in the Senate where they were 
about to cut out an assay office in Carson City. Senator Smoot, I 
am sure, was over there making an impassionate appeal. Senator 
Norris was walking around the outside and these were men with bags 
of gold on their shoulders, poor miners that had to walk 500 miles 
with a bag of gold on their shoulder to get to Carson City. 

And Senator Norris said, “What do you mean poor miners with 
bags of gold?” 

Mr. Appontz1o. I think it comes down to the old story of whose ox 
is being gored. 

Mr. West. I think it is a different story from that, Mr. Chairman. 
T think the Federal Government has certain operations but I doubt 
seriously in the matter of this insurance that you asked me about 
a while ago, I am certain with all of the building codes and the health- 
approv: al facilities that the State and the county and the city where 
I live, and all of the smaller municipalities as well have, I see no 
reason for the Federal Government to saddle on that insurance pro- 
gram which the Federal Home Loan Bank Board has proposed to 
operate a scheme setting up minimum standards. 

Mr. Apponiz1o. Thank you; no further questions. 

Mr. West. Thank you, sir. 

Mr. Ratns. Any questions, Mrs. Sullivan ? 

Mrs. SuLiivan. Just one short question. Mr. West, the Chamber 
of Commerce has always opposed the principle of public housing, 
has it not? 

Mr. West. Yes. 

Mrs. Sutiivan. Has the chamber ever come up with, or presented, 
any newer or more practical or fresh idea as to how we might house 
these people who, because of their unfortunate circumstances, can’t 
find decent , adequate quarters? 

Mr. West. Well, I will tell you I got into a lot of trouble before 
this committee a few years ago by attempting to discuss the various 
degrees of “substandard” in families. I think it is a natural conse- 
quence that we and my family might get below zero sometimes, down 
to 10° below and I think everybody i in the United States willing to 
pay taxes are willing to make a contribution to that family’s welfare 
to get it up to standard, and when they do get it above that zero tem- 
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perature, they ought to contribute to the other fellow to bring him 
up, but your housing program, mine, this country’s, of local housing 
authorities is a plan to freeze that man in some degree and keep him 
at 4 below zero as long as he lives which is not the system in this 
country. Now certs iinly back in the old days your city or mine had 
aw arden, they called him the city warden, in my country they sold 
coal, and we were anxious to give a fellow 500 pounds of coal and he 
got groceries on the same basis, but whatever t! 1ey did in those days 
was pretty good, because we came up on it, and it was all operated on 
the theory that that family wasn’t intended to remain out of work 
and out of shelter and out of clothes long. 

They were supposed to go to work and get somewhere. Now, of 
course, « family and a man that just has no future earning capacity 
of any kind is a ward of the State and I will admit he is, “and I am 
willing to contribute to him being a permanent ward of the State 
and we have to, whether we want to or not, and I think it is the thing 
to do. 

I don’t think furnishing shelter at rates he can afford to pay— 
I am familiar with this shelter from the day the Tech-Wood Homes 
were built in Atlanta, they were the first ones built. They were built 
under the Department of Interior—no, PHA—and they never have 
housed poor people. ‘They won’t take poor people. Poor people 
really can’t pay any rent and it might happen to a family that is 
pretty well clothed and fed. The Home Owners Loan Corporation 
had people, as our distinguished chairman knows, that momentarily 
had no money at all and the question was were they eligible to pay 
off a loan on their house to keep from losing it. 

That was a great problem, and until this warden adopted present 
or prospective income, they couldn’t borrow the money, because he 
had to show he was broke one day and at the time the loan was 
closed, he had to show he had a good job with permanent earning 
capacity and it stopped hundreds of loans for several weeks. 

Mrs. Sutiivan. You realize that the principles behind public hous- 
ing were to assist people to help themselves. Now you know and I 
know there are some individuals who will never help themselves. A 
few such will always be with us. But I think it was recognized when 
public housing was put into effect that there was a large group which 
deserved to be helped to build their families and to build themselves 
up to where they could take over on their own. 

Mr. West. Poorer people in this country have always occupied less 
desirable housing. It is not necessarily slums. I had 16 houses I col- 
lected the rent from every Monday morning for 14 years. They were 
poor people. They didn’t move into Government housing. They 
didn’t move into any part of Government housing. My rent was half 
as much as Government housing rent for the same people. They were 
good people. In the main they thought well of me, and I thought well 
of them, for half of them, some of them lived there 15 years or more, 
and yet they paid $8 or $10 or $15 a month rent for a 4-room house as 
they do in Alabama, in Georgia, in Chicago, and your town, too. 

Mrs. Sutxtivan. We saw beautiful public housing in Alabama, as 
well as other parts of the country. 

Mr. West. Certainly. Whenever you pay $15,000 or $18,000 for a 
unit, that I, as a private enterpriser, can’t possibly afford to build and 


ee 
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rent, you can se¢ everything beautiful. You can see a much better 
looking law office if the I federal Government en furnish it. and so on. 

It is eas v todoit with the t axpayers’ money, but I don’t concede that 
the families in this count) v are presumed to be frozen substandard. 1 
think they are supposed to move and move to a higher place 


At the same time there are some others that are Fol] rto fall down to 


the lower place. We need simply tl study Ol) the people to keep them 
above zero if we can, and that doesn’t contemplate a venr’s lease ora 
20 ye ir lease on a Government house. . 
Mrs. Sutnivan. Thank you for giving us your comment 
Mr. Ratns. Thank you, Mr. West; we ippreciate you 
Mr. West. Thank you, s 
Mr. Ratxs. I ext wit he Rieht R d Monsignor Jol 
O'Grady. We are olad to nave vou ao . Mon ory (‘ome around 
and havea seat 
lam going to ask Mr. Addo Zio to preside w le | go tothe Rules 
(‘ommittee. I will be back at 2 o’clock. Excuse me, Monsignor: I wish 
I could stay. 


STATEMENT OF RT. REV. MSGR. JOHN O'GRADY, SECRETARY, 
NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’Grapy. I am elad to appear once more before this 
committee, and I want toe xpress my apprec lation for the services of 
this subcommittee and the interest you have stirred up through the 
country in getting more and more disc uSsSIONS on these questions on the 
local level, ‘and I feel that this committee ought to continue its efforts 
in taking a look at this thing al the country and giving the 
people in the various areas a chance of expressing their opinions, be 
cause, after all, that is the democratic way of life, and it is not easy to 
get these discussions locally. It seems to become increasingly difficult 
all the time. 

J find as IT move arounda mat deal of resistance to the discussion of 
these problems, and | al “that, after all, our people of wealth are 
struggling to get hold of our city land at the right price, and | don’t 
object to that: there seems to be no objection to acquiring that land, 
but there is a eood deal of objection to discussing’ it. I run into the 


same thing, and I find it in my fellow housers; they don’t want to dis 
cuss things too much. They want me to accept eve rything thev are 


doing’ Wi thout too much diseus SION. 
{ hope the committee wil 1] maintain its interest a 1c] I want to eall 


} 


attention espec ‘ally to more and more consideration of the problems 
that all of these devel p ment people, 


of the new suburbias. I know 
all ot these fine re il estate people WiLo have mad le SO much money und 
the builders take pride in these beautiful suburbias and I do not be 
lieve that we have studied these beautiful suburbias sufficiently, 
the use of land, the drainage, the sewerage. 

I have been running Into the most astoul ding things especially in 
ah area in which I have worked a oreatl cleal and where ] happen to 
have a project I have set up in the area of the city of Buffalo and I 
have been amazed at what I have run into and we have got the people 
there cdiseussing’ these problems at last and the y are out in the open 
and we find some of the most atrocious conditions. and I think the 
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sume is true in some of the suburbias and I think it is a good thing 
that FHA is becoming more and more of a social imstitution no be 
coming more and more cognizant of these problems that are arising in 
the new suburbias. 

I have seen the I ILA from the ve I"y heginn! ne, 1 worked with Mr. 
Dean originally when he set up this act in 1954, and I have watched 
and I have eriticized FTA roundly eit t the country, up and 
down, their rigidity, they were not really a social institution, but I 
have to say there has been a great improvement in FHA and I think 
their help in setting up standards and taking a broader social point 
of view makes me hate to see anything done at this time to undermine 
what they are doing. I think they are making real progress. 

[ haven't said sueh pleasant things about FILA for a long time. 
Now [ think that practically speak ing the most important section of 


H)e5.) IS included n tit] IV. This title makes certain important 


changes 1) the low-income hous ne which vO a long way toward 
reckoning with its present status. They go a long way but not all 
of the way. 

I tind, for mstance, this matter of leaving it optional t » local com 


to local housing authorities to decide what should be done, 

ether or not it should be made possible for these renters now to 
secure an equity in their homes, it will be optional with ny or I 
will say IN) Wad of the « munities that I know, fairly well, [ | KHOW 


the housing tuntion fairly well, nothing 1 ll be done, we will mau 
‘ toty * 

Phe fact is that low-rent public housing today is no longer serving 
ts origmal purpose in the American comm nity. It is no longer 
playin yoa proper role in the housn cr of the vi Iy la ‘ve number ot 
families who are beine dislocated by urban renewal. highway pro 
oram nnd other vovernt ental activities. 

The estimated number of low-income families to be displaced by 
Government action in the fiscal vears of 1958. 1959, and 1960 1s 


122700. 

\ total of 70,000 | ie some units were authorized by the Hous 
ine Aet of 1956. Of this nber, 1.065 are under construction. From 
previous authorizations, a total of 27.465 are under construction. We 
are justified, therefore, in concluding that public housing today is no 
lo wer Pros cling ) thy e pia r ot iit hece sary to care for those who 
are being dislocated by various public improvements. It should be 
added, moreover, that vahit housing as we have it today is no longer 
meeting the heeds of il very larere number of lon income families in 


our cities, 


VMavbe we ca md them out ent certifierat aus the real estate 
boards have been ugvest Qo many yeal ago, I thought that had 
bye thrown ou lone avo by LLIN ] neara t | el) exiumine before this 
committee on the question of rent certificates many, many times. 


Phere are undoubt ly au great variety of reasons w ly public hous 
ig Is HOt MmeelIneg its basi objec LYS. Some of it is due to a lael 
of under tanding on the pret of those charged with its administration. 

I don’t know how to describe that. When I go to these housing 
projects I have difficulty finding a nybody. | see the bottles flying 
around hi head and the people s ‘Soutien that I ought to get out of 
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the way, that I am going to have my head cut off. These are some 
of the things I experience. I could scarcely exaggerate them. 

Some of it is due to defects in the basic legislation. The time has 
come, therefore, for those of us who pioneered in public housing to 
recognize the mistakes we made in planning the program. We should 
be ready to admit in the hearing of all the people that there was some- 
thing wrong about our basic concept of providing temporary shelter 
for low-income groups. We were supposed to provide housing for 
them until such time as their incomes reached a certain level and 
then they were supposed to go out and provide housing for themselves. 
The fact that they reached a certain income level was no assurance 
that they were able to secure decent, safe, and sanitary housing for 
themselves. 

The chances are that a very large number of families who were re- 
moved from public-housing units beause of an increase in income 
were forced to return again totheslums. And I have seen that happen 
over and over again. 

It is true also that thousands—perhaps hundreds of thousands—of 
families who were removed from their homes by urban renewal and 
highway construction were rehoused in slums. And I have seen them 
in the actual slums. 

As we take a new look at our public-housing program, it might 
be well for us also to examine our methods of providing opportunities 
for home and land ownership to farm families. 

Now, I think it would be well for some of the folks criticizing this 
to take a look at their own States. I have been all over the Old South 
and I have studied the Farm Security Administration, I have seen 
these thousands of sharecroppers lifted up and provided with a new 
stake in the soil and with new homes, so it is not entirely new. 

Under the Bankhead-Jones Act, we lend funds to farm families to 
enable them to purchase their home and land over a period of 40 
years, with a 40-year mortgage life such as we have in public housing. 
Tn other words, we give them an opportunity of satisfying the Amer- 
ican dream of owne srship of a home and ownership of land. At the 
same time they are being given an incentive to make the best use of 
their land. 

It is an educational program that we need and we have seen that 
throurhout. That is the reason we have an Extension Service, pre- 
sumably. 

We develop in them a pride of ownership. We give them an 
opportunity of accelerating their payments and we find that instead 
of waiting for the entire 40 vears to liquidate their loans, these farm 
families are liquidating their mortages in an average period of 13 
years. Before they get to that point, they are ready to relieve the 
government of any further responsibility. They have sufficient equity 
to carry their own loans through the ordinary banks and other credit 
agence es, 

We offer these same incentives to thousands of families that have 
been placed on land prepared for them by the Reclamation Service, 
working in close cooperation with the Farmers’ Home Administration. 
And T have seen these reclamation projects all over, in western Idaho 
and Montana, and other places. If you will read the original Roose- 
velt speeches on the Reclamation Act—we are going out to irrigate the 
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desert and find more land on which the thousands of farm-hungry 
Americans could have a home. 

In other words, we were realizing the American dream of a home 
on the land. It was not for huge farmers such as we find now in 
California and other States throughout the country, we didn’t have 
that, we had the idea of a family farm, middle-class American. We 
were going to build people up, have them rise up through their own 
by proper incentives but at the same time we rec ognized the impor- 
tance in all these agrarian reforms, in all this work of maintaining 
the middle-class traditions of this great country, we were going to 
provide them with the necessary incentives to climb upward and for- 
ward and, of course, that is the mistake that has been made in so 
many other 1: ands, and I see them. I have seen these agrarian reforms 
in many countries throughout this wide world and I ‘think they give 
them some property and they leave it there at that. Maybe they open 
a few highways, but there is no educational program and it fails from 
the very beginning. 

Now, I do not see why we should not give the occupants of public 
housing : a chance of building up an equity from the very beginning. 

I do not see, moreover, why we should not give them a chance of accel- 
we their payments, so that their mortgages may be liquidated in 
a shorter period of time. I know I hear : all sorts of objections to that. 
Some of them maybe are ideological because maybe lots of people in 
our country would like to see people living in rental housing forever. 
There is no reason, however, why the occupant cannot use his own 
payments as a means of building up an equity in the apartment he 
occupies. ‘There is no reason why he cannot use his equity as a means 
of purchasing a home in another part of the city. There should be 
nothing to prevent individual occupants from acquiring an equity in 
the property as a means of building up a cooperative housing 
program. 

I have tried this out on several technicians of the administration 
yesterday and said “Are you opposed to ownership, are you in favor 
of repealing the panktowt Jones Act, are you in favor of repealing 
the Reclamation Act, or are you opposed to this, are you going to go 
out and proclaim i all of the people?” And they say “No; we 
agree with you, that this is the proper approach to this business.” 
The only thing they say is, “Well, this sort of bill is not going to do 
it.” I say, “What are your suggestions”? Well, the mortgage Sys- 
-_ has to be ch: anged. Well, now if you want ‘to do it that thing 

‘an be changed that is largely a matter of administration, and I kept 
on emphasizing what I hi 1d seen through the country, what I had seen 
through the Old South and my work, for instance, with the WPA, 
with the Farm Security Administration and I shall forever remember 
the initiation of that program in the Old South and we have expended 
millions of dollars in doing that, in lifting up the families. I don’t 
see why we can’t do the same thing for the slummers. 

Now, one of the factors that has brought public housing to its pres- 
ent low estate is the lack of proper management. It is very difficult 
to understand how management has deteriorated to its present low 
estate. There has undoubtedly been a change in the character of the 
tenants in recent years. 








616 HOUSING ACT OF 1958 


[ recognize that and I have seen the original houses constructed 
by the PHA. the Public Works Administration, they were largely 
row houses and I don’t know how the technicians got us over to these 
high-rise apartments. I know the theory fairly well, but it is still 
very difficult for me to mw derstand it. ‘J hey thought they needed LO 
build ona smaller sect ion of the ] ynd, and I do not see why there is that 
need with so much open land. There is undoubtedly a change im the 
character of the tenants. We have had a very large number of 
broken families and, of course, as wages have gone upward we are 
undoubtedly left with this large number, but I can’t see why some 
thing can’t be done about that. | t! mk if we had a mind Lo do lt but 
it is not going to be done until there is a great change in the mentality 
of the present public housers. 

We hear all sorts of complaints from families with children about 
the bad influence to which their children are exposed in the hou 
ing projects. Many of the famihes v ith eood standards live in fear 
of the other families. Law ( rorcement | 5 beel reduced to a ! 1] 
mum in many of the projects. 

I have seen that in the New York City projects and in C} icago pro) 


ects and in the Newark, N. J., projects. It is not peculiar to any 


one place. Of course, I hear of that in many places in the South and 
| ought to study these \ rious eit es 1n which they h ve | ‘tter stand 
ards. | will find they will sav then experience they h Ve bette 
experienc n 2 { far off 1? i \ e | vet to the rar-oti city | nat 
it isn’t much bette 

| never want to #0 on a naneted tour of theace rojects heeance 
then I will just see what they want me to see. 

It is no wonder therefore t] t the hetter familie ire diss tistied. \ 
large number ot the) 1, are constantly le Ay ino th projects beca e of 
this dissatisfaction. They feel that the projects do not provide a 
sood atmosphere for the upbring i Y of families. The families \ 1] 


tel] you that law enforcement is much worse in the housing projects 


than in other sections of the city. No etfort has been made te Duiicl up 
proper leadership within the projects. Why can’t the same things 
be done there that are done through self help organizations in othe 
parts of the city ! Because a oreat deal is being dons by self-h Ip 


( reanizations. Some of our spec inlists don’t want to take ) look at it. 
They think that everything has to be done for the people. Then I find 
as I move around these housing projects, I find an awful lot of eood 
people who are interested in them—for instance. in the New York 
projects I have run into a great many of the Baptist ministers who 
have followed their own people from the South and | have talked 
with them and encouraged them and I think that is one of the things 
we ought to think about more ind more 

Now. undoubtedly there are some differences betwee) peopl in th 
housing projects and those in other sections of the city 

I think that that is a difficult ituation and not easily under tood. 
I think that we have broken up the old patterns that existed In so 
many of the slum areas. I remember in the early davs in New York 
City I used to go around with an early pioneer, the late Lillian Wall, 
one of the great women leaders in our country, and T have seen the 
tenements and what they were doing to try to repair them, but. there 


] ° ° e 
Was a bond between these various Groups that eame into the eitv one 


( 
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ifter the other, various immigrant groups, there was a bond of union 
among them such as we have not been able to build up in these artifi- 
cially constructed housing projects. 

The whole policy of removing families from the projects after 
their income has increased and their standard of living improved, 
tends to make for a greater concentration of problem families. If 
the families were permitted to remain for a longer period and given 
a chance of building up an equity and if we had good management 


and the type of skills necessary for proper COMA nity leadership, 
we should be able to make over ial of the housing projects during 
the next 2 or 3 years. 

I know, for instance, when ! talk to the housers about learning 
omething’ from the example ot what Metropolitan has done 1 the 
management of its own projects, they don’t seem to want to look at 
that. I think we ought to study, for instance, what has been done 
In the various cooperatives. There is an awtul lot of eood work 
eng done in Inanagement in the various newly constructed cooperal 
ing housing pest and, of course, | think the same is true of those 
} wilt by the Various Ihbsurance Con \panies 


! 
One of the sincaeia things to be kept in mind in 


the development 

ot hew programs tor a aiae anagemens should be more careful 
selection of admissions to the projects. 

I think inevitably we-ahenkh aan over tothat. It should be possib! 

the selection of tenants to } rofit by thee xper lence acquired in the 


training of volunteer leadership. In this way it should be possible 
to develo; more iIndige Nol is le sade LS. 

I think that has a potential, I have seen that happen, for instaix 
in some of the projects 1 Which J am interested at the poe time 
in the State of California, in projects that are be ng developed by 
the community service in areas like Stockton and all along the Santa 
Clara Valley, down the San Joaquin and Imperial Valleys. 

It will be possible also, in time, to profit by more adequate leadet 
ship im the development of the whole community program. It should 
be possible LO profit more and more by the experience built up in the 
training of new managers. This idea included in the report I cannoi 
wecept On this bill of referring them to the existing public welfare 
organizations. Just exactly nothing is going to happen under that 
plan 

Many of us have never abandoned the idea of having the people 
fro. n the center of our 1es who are displ. iced by uiDan renew: i] and 
highway construction, given an opportunity for rehon: ine in dasahios 
from which they have been removed. There seems to be a growing 

the part of the people in the Federal Housing Adminis 
tration as well as all those who are looking for a middle income hous 


CONV I ‘tion on 


} 


ing program that public housing should be used as a means of rehous 
} ‘the per yple in th e centers of our citie Ss. 

hee [ am very sympathetic toward what this bill i S proposing to 
do for 220. I have followed the 220 projects ina number of ¢ ities, they 
are very scarce so far and even with the incentives, and I favor the 
new incentives thi at are prov ided under this bill, that are provided for 
the 220’s and 221s also, of this I lousing Act, but I do not see that these 
programs, I cannot see yet these programs develop the type or volume 
of housing that we need for the rehousing of the people who are being 


98491—AR 10 
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displaced by the present programs. Everybody, of course, is in favor 
of urban renewal, but they would like to forget about the housing 
involvements. 

So far we have not found any kind of a program that provides ade- 
quately for the rehousing of people who have been displaced from the 
centers of our cities. 

I know that people keep on telling me that we have a relocation pro- 
gram in a city but I would travel ‘thousands of miles to find a relo- 

cation program. I find in Kansas City, for instance, they had made 
a careful study of it and they had made some progress, but I could 
not say I visited relocation houses and I have been challenging these 
folks long to take me around to see their relocation houses and I don’t 
think of many people who are willing to accept my challlenge. 

The rents charged for the new houses built under 220 of the Hous- 
ing Act are too high for the lower middle-income groups. It is hard 
to discuss this question in the cities. They don’t like to hear discussion 
of it and I know they-try every possible way to prevent one from dis- 
cussing it openly and I have experienced that personally only during 
the past 2 weeks, although in my adopted city of Omaha I came out 
openly and I said I criticize the city. I pointed out the fact that the 
city in which I vote is the most conservative city in the United States 
of America, at least they printed in the newspaper, too. 

We do not see ahead any possibility of rehousing lower middle-in- 
come groups in the centers of our cities. We do not therefore see any 
objection to using public housing as a steppingstone for the lifting 
of low-income families to the status of homeownership. 

Why cannot we encourage our low-income families to look ahead to 
the time when they will again own their own homes in the center of our 
cities?’ What other alternatives can we hold out to low income fami- 
lies at the present time? People who are being displaced by urban 
renewal are being pushed into new slum areas 

It is no exaggeration to say that they are helping to create new slums 
— while we are clearing slums in certain areas of our cities we are 

reating just as bad slums in other areas. 

In searching for alternatives for the rebuilding of the centers of 
our cities through a new approach to public housing, we can take a 
new look at what is happening to public housing at the present time. 

I am, of course, in favor of continuing the ‘urban renewal. It is a 
very popular program. I wish that people could look at the other sides 
of the picture. It is very difficult, and some of my friends in the Hyde 
Park area of Chicago, about 2 weeks ago—they have been criticizing 
the fact that they have been displacing these families, these Negro fami- 
lies that have been displaced once before, and now they criticize every- 
body who criticizes that and they say you are opposed to the urban 
renewal. 

Now, when we begin to raise these basic questions about housing 
supply, they tell us we are opposed to urban renewal; and they spread 
all of these ideas around the city; and they have tried to discourage 
discussion of the related problems. Now we have, of course, all been 
paying tribute to the importance of a home for every American family 
and that is my objective and when I look at this thing I feel I am not 
entirely as conservative as the real-estate boards or as the United States 
Chamber of Commerce, but I regard myself as a conservative, as a 
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free-enterprise person, and I think that the ideas that I am trying to 
circulate now about giving this new concept of the community, that 
people ought to be given a chance of climbing up along the line, we 
do not want to see American families remain in the same status forever. 
We are not relegating them to poverty forever, and we are not going 
to pauperize them before we give them assistance because that 1s the 
tragedy of so many of our programs, and in all of these proposals for 
rent certificates [ think what it amounts to in the last analysis is that 
you pauperize people first, you depress them first, and then you want 
to give them assistance, and I don’t like that sort of program because 
[ think there is too much and many of the good people of the United 
States—many of the business people of the United States of America 
give the impression at times that they are in favor of that sort of 
program. I hear it even before congressional committees. That is 
the end of my statement, Mr. Chairman. 

Mr. Apponizio. Thank you very much, Monsignor, for a very in- 
formative and interesting statement. As one who has been sitting 
on this committee now for many years, I know of your deep interest 
in the public housing program and, of course, I know that you have 
done yeoman work in 1 that regard in which I consider to be a very diffi- 
cult field. Therefore, it was gratifying for me this morning to hear 
you say on page 1 of your statement: 

The time has come, therefore, for those of us who pioneered the public housing 
program to recognize the mistakes we made in planning the program. 

I feel very much as you do and I think it is about time that Congress 
and this committee in particular made a complete study of this pro- 
gram so that we could find out all of these problems that are presently 
faci ing us and really come up with something that is worthwhile to 
the American people. Do you think such a ‘study should be made? 

Monsignor O’Grapy. I think that this committee ought to take that 
on as a study. There is so much conflict now. The ‘administration 
people blame the administration. T am all confused about it. I 
think that it is difficult to get at the realities and I think that this com- 
mittee could very well m: ake such a study with the aid, of course, of its 
very able technicians, you know, and I feel that it is long overdue. 
We have never got the real picture. It is difficult. The housers don’t 
want to face it and they say this openly and some of them will con- 
demn me, although I was an original houser, I was a houser before 
any of the people who have any ‘leadership in it now were involved 
in this business. I helped to write the first section of the Recovery 
Act dealing with housing, Miss Symeovich and I wrote it over at Mrs. 
Perkins’ house in Georgetow n just before the Recovery Act was fin- 
ished. So I was in at the very beginnings and I think it ought to be 
an independent study and I think it is the most serious problem because 
it affects the whole structure of the American community at the pres- 
ent time. That is, do we really have any social implements in dealing 
with the problems of the American people. It is that deep. It is not 
just housing. It is a question of what has happened to all of our 
city services. I think that isa grave question. People abroad wonder 
why we are not facing some of these problems the way we should. 
They wonder why we are so slow in facing our problems when we want 
to be teachers of the world. Other people are keginning to wonder 
about us. Sothat isthe way I feel about it, Congressman. 
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Mr. ADDONIZIO. Now. | notice that Olle ot the provisions thirt you 
favor or want this committee to adopt is to permit public housing 
tenants to buy their units. Of course, I know vou mean f their in 
comes rise above the elioil le hm its that Vou thin I they should have 
that permission. Do you actua Ny thin Ik th: at that would work ? 

Monsignor O’Grapy. Well, now, I don’t see why it can’t work. It 


has worked in the Bankhead-.Jones Act. | have Seel hundreds ot 
these people wh have come up through Bankhead Jones I have seen 
them when they vere poor people, sharecroppers, and the: they eradu 
ally initiated them into owning i IEC of land vd tivatine 11 


properly. 
Mr. Apponi1z10. Mav I just intertect, Monsignor, I notice on page 3 
of your statment and, to me, it seems like a contradiction, you say it 


no wonder, therefore, that the better families are dissatishied: a large 


number of them are constantly leaving the projects bee of this d 
satisfaction. Now, I think that the Ones t] AT Wwe | he i Dost! 
to buy these units would be the better fam lj Now, how. n the one 
hand, can Vou SAY that vou would \ nt usto) ” Dro 
law making it possible for them to buy and, on the 0 BS aah ee. 
Say that they are the o1 that are moving awav from these projects / 
Monsignor (OGRADY. Well. I think vou | ive raised a very complex 
question, but I don’t see, ist the same. why we ie ial heoin with 
this program. L think that manv of the families that are moving 
from there are moving back into slums again. I think that is what 
has actually happened. They say the slums are better we. att 
iat isa trag@ic situation. 
Mr. Al IDONTIZIO. \V] nen you SAL hette r families vou are not 1 
ine of per yple W ith more 1} come ¢ 
Mons oerrn O’Grapy. No: I an ot talking about people with more 
income at all. I am talking about. well, most. of these milies are 


gh V gzood families in these ouses, but I ey are not Vlveh, | thi k 

i fair op portunity of growing es Tak these high-rise apartments 
There IS ho pl we for play. Tl S ho prin cy. The whole atmos 
phere is against the building of famils life, and I think the fact 
that they leave, I suppose, a lot of families who are still poor, they 
move back into the slums, I am quite convinced of that: that they 
do move back into the slums rather than just atisfyv themselves with 
the housing projects. If you would just spend, for instance, some 
days in al housing project as | have and you see everyth 1} oe from a riot 
to bottles flying through the windows and you see elevators out of 


commission, and you find all elements of lack of saa ition in the 
buildings themselves and you begin to wonder, vou see, why it has 
descended. The police run away from it. They ar more or less 
afraid to get into these projects. These are facts that you run into, 
and you can’t deny them: I can’t, as a houser. I can't deny these 
fi icts, even if I were responsible for pron ovunng this ahaa ‘am orig 
nally. It ought to be possible to change this and t ninate these 


bad situations you see. It is hard to Cita have seen 
these projects in many countries. I have y isited many of the projects 
in the city of London, and I find a very different situation. Of course, 
they have an interesting method of then OWT). ‘] hey vet these very 
hard problem families and they move them into a section of their 
own and they submit them to very rigid discipline and they say 
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many of them come through finally, as a result of proper discipline 
and that sort of thing, so 1 am just amazed at why this thing has 
been permitted so long. In some pli we there has undoubtedly been 
a good deal of politics in the appointment of people to these jobs, 
and that is true, I know, in at least some projects that I know of. 
When I get to a place and I find that a new mayor has been elected 
and then all of the managers have changed overnight, well, that is 
an actual obs you can’t deny it. Of course, if I ask questions about 
it, I am in trouble with these cities. They don’t want to have me 
say these things but yet L have kept on saying them, although in 
some places they have made it very difficult for me because they 
say, “You dig up too much trouble around he re; you create too 
much trouble around the ciby : why do you do that ?’ 

Mr. ADDONIZIO. One or two more que stions. Monsignor, ane ad | will 
cle fer, as we have to vet throug ol this program this morning. But 
were you here when the United States Chamber of Commerce 
testified ¢ 

Monsignor O’Grapy. Yes: I was here this morning when I heard 
them testify. 

Mr. Apponizio. What do you think of their recommendation on 
urban renewal: that the Federal share be limited to $200 million in 
the fiseal vear 1959, and that the slum-clearance costs be reduced 
from two-thirds to one-half 4 Now, as you know, this is the adminis 
tration’s program, and | have said on other occasions, before other 
witnesses, that this, in my judgement, would kill this urban-renewal 
program. Tlow do vou feel about it 

Monsignor O'Grapy. | feel just the same. I think you might as 
well kiss it goodby. I think it is a way to get rid of it, and I don’t 
feel that it is realistic, because it is popular; _— isn’t any question 
wbout it. It is popular from a one- sided angle, because, well, [ think 
the question of acquiring land at the writedown price is very alluring 
in business, and I think this idea of making over our cities for business 
purposes, the program is entirely commercial; there isn’t much social 
in this urban-renewal program, I have to say, although I am in favor 
of it. I think it ought to put on a little bit of a new front and take a 
little bit more a a social point of view. 

As I have said about Robert Moses in New York City, he ought to 
take more of a social point of view and not just take a purely corte: 
mercial or business point of view. 1 think that is the problem, but 
you have Sti — you are volng ~ you have dee ided to clean up your 


slums, and, realistic ally, you might as well say, “We will stop every 
thing ee and then you would probably stop the housing program, 
too: if vou are going to build new 220's, ell. 1 iavbe we ought to cut 


that out, too. 

Mr. Apponizio. You are not opposed to this program that has been 
put into the Senate bill that would increase from 10 to 15 percent 
the amount that could be placed into any area that was not residentia! 
In character ¢ 

Monsignor O’Grapy. IT understand that. I am in favor of what 
has been done in the Senate bill and 220 and 221. I think there are a 
few questionable thines in there, but. on the whole, I am in favor 
of it. Tam not in favor of turning too much authority over to the 
local housing authorities just now. I think this committee, itself, 
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has to be able to keep on, continually. This is the biggest problem, 
I think. I don’t see any more serious problem facing our Nation 
than this, and the reason I emphasize public housing so much is be- 
cause it is at the center of the picture, and you cannot think about 
any of these aspects of it independent of what is going to happen to 
public housing, because, if you eliminate public housing, which we 
are on the way to, and the people say, like the United States chamber 
said at this table a few moments ago, after the 70,000 is used up, we 
don’t want to have any more. That means you will not have any real 
place to relocate people ; ; there is going to be no housing for low-income 
families, and I couldn’t get what he said, and I have been through this 
debate with the real-estate people and with all of the others since the 
beginning. 

I have heard from the very first day that I presented my points of 
view in 1944 on the new legislation, and I said in the presence of the 
late Senator Taft, I told him that the only reason why I accepted 
public housing, as a conservative economist, is because I couldn't 
find any other way, and I know the chairman put that same question 
to the representative of the chamber of commerce, and I couldn’t 
understand the answer. 

Mr. Apponizio. I might add that I don’t believe anyone else has 
found any other way. They just criticize the program. 

Monsignor O’Grapy. That is what Senator Taft used to tell me, 
that is the only reason why I embrace the program, because he came 
on that same afternoon I appeared, with the real estate boards, and 
he said, “Have you any constructive program?” Therefore it is clear 
I haven’t come here to eliminate public housing. I have come here 
to change the picture of public housing, that is all, and that is the 
thing that I am going to keep at steadily in the next—well, as long 
as I have a breath of life left in me, I am going to keep on asking for 
a constructive public housing program for public income families, and 
I don’t see any other way out. 

Mr. Apponizio. Mrs. Sullivan, any questions ? 

Mrs. Sutxtivan. Monsignor, yours is like the voice crying out in 
the wilderness. Some of us are listening to you, and if some group, 
either in civic life or in official capacity, doesn’t get into this and 
organize some sort of study, then I think many of us are failing in our 
obligation to mankind. I want to make this comment for the hearing, 
and to you, Monsignor, that I think the Public Housing Agency here 
in Washington, in my estimation, is one of the most understaffed of 
all Washington agencies, and we know that this enables the enemies 
of public housing often to undercut the whole program. I was going 
to ask your opinion about giving more authority to these local housing 
authorities, but you commented on that before and you said you don’t 
think it should be done. 

A larger appropriation should be given the Public Housing Agency 
here in W ashington to enlarge their staff, for the people who have 
worked in that agency and who have been dedicated to their work and 
responsibilities who have been stymied because they just simply can’t 
do all of the things that they are supposed to do with the limited staff. 
As I said earlier, we have heard of many local authorities who are 
really unsympathetic to public housing and a more adequate Federal 

agency staff would be necessary to keep things going properly in those 
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localities where they may have gone into public housing most reluc- 
tantly and their operations show it. 

I have no questions of the Monsignor. I think that he has made an 
excellent statement, and he certainly has given us much food for 
thought. 

I commend you for bringing out the unpleasant things as well as 
the good things about public housing. As friends of public housing 
we know that ‘something definitely needs to be done, because the prin- 
ciples underlying the need for housing the unfortunate are still the 
same. We must find the answer. 

Mr. Apponizio. Thank you very much for coming, Monsignor. We 
appreciate your testimony. You have made a fine witness. 

Our next witness is Mr. George 'T. Mustin, representing the Ameri- 
can Nursing Home Association. 

Mr. Mustin, I don’t know whether you were here earlier, but Chair- 
man Rains had to attend a meeting of the Rules Committee and for 
that reason he is not present. 

Mr. Mustin. Yes, sir, I know about that; may I present my col- 
leagues, Mrs. Goldie Rogers, and Mr. Charles Dunn. 

Mr. Chairman, we have already presented your committee with 
copies of our statement, and I wish to read a summary of our state- 
ment. 

Mr. Apponizio. That will be fine with the committee, because we 
are interested in saving time this morning. 

Mr. Mustin. Thank you, sir. 


STATEMENT OF GEORGE T. MUSTIN, PAST PRESIDENT AND CHAIR- 
MAN OF LEGISLATIVE COMMITTEE, AMERICAN NURSING HOME 
ASSOCIATION, ACCOMPANIED BY MRS. GOLDIE ROGERS, PAST 
PRESIDENT OF THE MARYLAND ASSOCIATION OF NURSING 
HOMES AND VICE CHAIRMAN OF THE LEGISLATIVE STUDY COM- 
MITTEE OF THE AMERICAN NURSING HOME ASSOCIATION; AND 
CHARLES DUNN, PRESIDENT OF THE ALABAMA NURSING HOME 
ASSOCIATION 


Mr. Mustrn. I am George T. Mustin, the owner and administrator 
of a privately owned nursing home, and past president of the Ameri- 
can Nursing Home Association and chairman of the legislative study 
committee. With me is Mrs. Goldie Rogers, past president of the 
Maryland Association of Nursing Homes and vice chairman of the 
legislative study committee of the American Nursing Home Associa- 
tion, and Mr. Charles Dunn, president of the Al: vbama Nursing Home 
Association. 

We are here to represent this organization. The American Nursing 
Home Association is an organization of 48 State associations affiliated 
in this one national organization, representing approximately 5,000 
nursing homes, almost entirely proprietary. To the best of our 
knowledge, we are the only national nursing home association in 
existence at the present time. 

We are here to explain why we believe the Federal Housing Admin- 
istration Act should be modified to provide loans for the construction 
of new, modern, and efficient nursing and convalescent homes and 
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homes for the aged, and for the expansion and renovat ion of existing 
soe ta and licensed nursing homes. In making this request, we 
woul | like to emphasize that we are most anxious that the entire pro 
eram be on a sound. businesslike basis. In view of this attitude on 


) 


* part, we recommend only 75-25 percent participation. We do 


not want the loans so liberal as to invite ine xperle ced and irrespon 
sible persons to enter the profession. For this reason, we recommend 
the 75—25 ratio. a lower ratio than now appli ‘s to any other existing 
FHA program. To further substantiate our attitude, we express 
here a willy noness to pay the preva line local hnterest rates ch irgect | \ 
the routine lending institutions. However, in your deliberations with 
the » Federal Housing Administration, if it should be found advisable 
t] a definite interest rate be established as a matter of policy and 


shaaiint, we would, of course, accept this, as we would without ques 
tion the FHA construction standards. 
I remind the committee, if I may, that the Senate bill, S. 4035, does 


pro\ ide an interest rate of 414 percent. he experience 1M attempt 


ing to obtain loans is a most discouraging one, even though bank 
ruptcies and business failures in the nursing home profession are al 
most nonexistent. We wish to point ovt to the committee that 91 
percent . nursing homes today are privately owned, only 3 percent 
publicly owned, with 6 percent un ler the auspices of the nonprofit 
groups, and that, further, 71 percent of the available beds for care of 
the aged and chronically ill are found in proprietary facilities, as 
compared with 15 percent in the publicly owned facilities, and 14 per 
cent in the nonprofit facilities. 

I offer for staff study a survey made by the American Nursing 
Home Association of available nursing in convalescent homes as of 
August 28, 1957. 

Federal housing and financing of nursing homes has been directed 
to the nonprofit ‘and tax supported institutions. The Hill-Burton 
benefits are restricted to nonprofit and tax- supported institutions 
which care for only 29 percent of the people in nursing homes. The 
FHA program does not contain adequate provision for nursing homes 
ona continuing basis and was not designed to sup port nursing homes, 
er se. However. a study of the advisory committee report on the 
Federal Housing Administration, which I will leave with the com 
mittee, would indicate that many of these programs for housing the 
elderly contain provisions for medical care W hich would incieate, for 
all practical purposes, these are nursing homes. 

For example, | have here a report ot the Industrv Ac lvisory (fom 
mittee on Housing for the Elderly, and I would like to point out to 
you as examples | imes B. i, and Or “as listed in the book. Home Lb, 
for example, during 1956, had total expenditures of $120,043.06, and 


of this sum their medical expenses were $29,180.32. Home F had 
expenditures for the 7 months ending March 31, 1957. of $209,713.20. 
of which $26,920.46 were spent for infirmary and pharmacy. Home 
G hada proposed budget for 1957-58 of SHOS.588,. of whic h $173.263 


was medical. 

[ hand the committee a copy of this report. 

The prel min: ry repo rt of io H. \ section 24 housing’ for th e elk le rly 
projects and proposals would indicate that homes that will probably 
be constructed in the near future under FHA are ones similar to those 
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considered in the legislation. It is noted, however, these are hon- 
profit groups. The small committee loan policy is far too short a loan 
period and too low Federal participation. This prevents the majority 
of nursing home proprietors to obtain such loans and makes it difficult 
for them to compete with the nonprofit Government-supported nurs- 
ing homes. 

All groups studying the problems of the aging in and out of the 
Government recognize the serious need for increasing the nursing 
home facilities to care for the aged and chronically ill at a price 
these elderly can afford to pay. The nursing home operates at a cost 
much less per patient per day than does the general hospital, and it 
can ease the demand for hospital beds by taking convalescent and 
chronically ill patients and housing them in a homelike atmosphere. 

With an increasing number of American citizens above the age of 
65, higher costs of hospitalization have developed the nursing home 
as a necessary health facility. And existing financing methods for 
the private nursing home have been and are completely inadequate to 
take care of the demand for better housing for our nursing homes. 
The hospitals and medical groups at the present time are experiment- 
ing with a changing complex of care in hospitals to include a con- 
valescent or self-care section, somewhat similar to a nursing home. 

I wish to call your attention, Mr. Chairman, to the attached report 
on the Manchester, Conn., experiment being carried on under the 
hospital facilities section of the United States Public Health Service, 
as reported in the April 28, 1958, issue of the American Medical Asso- 
ciation Journal, along with a brief editorial appearing in the same 
issue on the same subject. 

A report on a similar study is found in the 1958 issue of the Ken- 
tucky State Medical Journal, a copy of which I now hand you, along 
with a complete report of the study by the Legislative Research Com- 
mission of the Commonwealth of Kentucky, Research Publication No. 
18. November 1957, entitled “Homes for the Aged.” 

I am submitting also monograph No, 46, entitled “Nursing Homes, 
Their Patie ry aes Their Care,” of the Public Health Service. This 
is sponsored by a national voluntary organization, founded by the 
American Fionit ul Association, the American Medical Association, 
the American Public Health Association, and the American Welfare 
Association, and assisted by the United States Public Health Service 
in this study. 

This study demonstrates the increasing problem of the aged, and 
it emphasizes the need for increasing the number of modern, new 
eflicient nursing and convalescent care facilities. 

Mr. Chairman, this study shows that one-quarter of the patients in 
nursing homes are 85 years or older. two-thirds of them are 75 
years or over. They may have no family. They may have a family 
that cannot take care of them. The A do not need to be in an expenh- 
sive hospital bed with a high overhead, but they do need to be in a 
home where there is some medical supervision and a nurse on duty. 
This can be provided most. economically in a nursing home. ‘These 
persons may be completely self-sufficient one day and bedfast patients 
the next, becoming chronically ill and requiring continuing nursing 
care within their means. ‘These homes are generally not large and 
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there is danger of losing their homelike atmosphere if they become 
large institutions. 

In meeting this need for increased facilities for the care of an 
aged population, we must be very sure that these homes meet the 
basic health and fire regulations of the various States. Each State 
has its own such regulations. We have been working with various 
groups, including representatives of HEW, in developing standards 
which can be suggested to States in meeting this basic need. 

Unfortunate disasters to nursing homes, such as fires, can be attrib- 
uted largely to inadequate State regulations and supervision. Our 
association, in attempting to prevent such disasters, in 1957 adopted 
a policy statement which we think would tighten these controls, and 
I wish to submit it, Mr. Chairman, as a part of the record. 

The Hill-Burton grant program meets a need. The proposed Hill- 
Burton loan program for renovation would meet a need. However, 
the predominant number of nursing homes are proprietary and are 
not eligible for this type of financial assistance. We feel that a loan 
program on a sound, practical, business-like basis will allow the homes 
to provide more beds for the same amount of tax money than will 
Hill-Burton grants. The loan funds we are requesting should be 
returned with interest and could be used over and over by other 
facilities in areas where the need arises. 

We see no reason why this should result in duplication of facilities 
and we are confident that in planning these facilities, the overall 
health facility planning for the area will be considered. This will 
supplement the Hill-Burton program and meet a definite need so far 
very inadequately met. 

I would like to read an excerpt from a pamphlet entitled, “Health 
Aspects of the Aging,” a copy of which I now present you, Mr. Chair- 
man. It is written by Dr. H. B. Mulholland, chairman of the Ameri- 
can Medical Association’s committee on aging, and is based on informa- 
tion developed by that committee : 

* * * Tt is common knowledge that many general hospitals are now caring 
for patients who would be better off in the less expensive structure. A com- 
mittee under the chairmanship of Dr. Howard Rusk recently surveyed the city 
hospitals of New York City and found that 20 percent of their patients should 
be in such an institution, where they could be cared for at rate of $6 or $7 per 
day as compared with the average rate of $21 in New York City hospitals. 
Not only is the cost less but they are not surrounded with sick people, but live in 
an atmosphere in which they are stimulated to become self-sufficient. * * * 

On Sunday, July 13, the Washington Star reported an exact quote 
from a survey made from the St. Elizabeths Hospital by experts in the 
field of caring for mental patients. 

It is our considered opinion that at least 50 percent of the patients whom we 
saw resident in the geriatrics service could adjust with equal or perhaps better 
ease in a well-run nursing home. 

In summarizing my previous statements, first proprietary nursing 
homes are caring for the vast ms jority of nursing-home cases and there 
is no expect ition whatever that nonprofit or public institutions can or 
ever expect to take over the full responsibility of the aged. 

Second, because of the one-purpose design of nursing homes and 
their equipment, the usual community lending facilities either cannot 
or will not provide the needed financial credit. 
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Third, the nursing home is a small private taxpaying business that 
is providing a vital service to the community and Is a part of the econ- 
omy on which America’s growth and prosperity is based. 

Fourth, the nursing homes are not asking for subsidies either in prin- 
cipal or interest. They will pay the going rate of interest and will 
repay money advanced to them so that it can be used over and over 
again. 

Fifth, the nursing home that meets realistic standards and that has 
the proper arrangements for nursing and physicians’ services serves 
hundreds of thousands of elderly patients who otherwise would be 
forced to enter general hospitals and pay the relatively high prices 
that hospitals are forced to charge. 

While this concludes our previously prepared statement, Mr. Chair- 
man, we would like to comment on some statements which have been 
made to the committee. In previous testimony by the American 
Hospital Association having to do with nursing homes, there was 
some objection raised to features in section 201. One point was the 
definition of nursing homes as presented in Senate bill 4035. The 
definition of the term, “nursing home” as presently in section 201 
of this bill 1s one adopted by the American Nursing Home Association 
of some 5,000 members and in their opinion expressed quite well the 
services of their facilities. 

However, section 601 of the Public Health Service Act, part (d), 
definitions as recommended by the American Hospital Assoc iation, 
probably would be satisfactory with certain changes. However, it 
should be watched very carefully that in setting up any regulations 
governing these fac iNiies that they in no instance abrog: ate States 
rights to license and regulate these facilities within their own borders. 

‘In fact, we feel that State laws and regulations are or should be 
strict enough to insure the proper care of patients. We are working 
on this program now. It should be further pointed out to the com- 
mittee that the American Hospital Association suggested that surveys 
should be conducted to determine the need for nursing homes and that 
no facility should be eligible for Federal insurance unless approved 
by the Surgeon General. 

Previous experience in these surveys indicates rather strongly that 
such unrealistic standards that the ultimate figures showing the need 
for nursing homes and nursing-home beds were extremely difficult 
to evaluate. The American Hospital Association in opposing this 
portion of the bill, did not state that this survey was mainly for the 
purpose of establishing a need to construct nonprofit nursing homes 
which care for only 29 percent of the patients in the nursing homes. 

Inasmuch as this bill is primarily designed to aid and assist pro- 
prietary nursing homes which care for 71 percent of the patients in 
the nursing homes, determining need should be directed toward this 
type of home instead of the nonprofit facilities which have other 
methods of financing. This concludes my statement, Mr. Chairman, 
and myself and my colleagues will be happy to answer any of your 
questions. 

Mr. Apponizio. Thank you, Mr. Mustin. I appreciate your sum- 
marizing your statement and your entire statement may be included 
in the record at this point. 
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(The statement referred to above is as follows:) 


STATEMENT BY GEORGE T. MUSTIN, OF THE AMERICAN NURSING HOME ASSOCIATION, 
RE FEDERAL HoUSING GUARANTEED CONSTRUCTION LOANS TO PROPRIETARY AND 
NONPROFIT NURSING AND CONVALESCENT HOMES 


I am George T. Mustin, the owner and administrator of a privately owned 
nursing home, and past president of the American Nursing Home Association 
and chairman of the legislative study committee. With me is Mrs. Goldie 
Rogers, past president of the Maryland Association of Nursing Homes and vice 
chairman of the legislative study committee of the American Nursing Home 
Association, and Mr. Charles Dunn, president of hte Alabama Nursing Home 
Association. We are here to represent this organization. The American Nursing 
Home Association is an organization of 48 State associations affiliated in this 
1 national organization, representing approximately 5,000 nursing homes, almost 
entirely proprietary. To the best of our knowledge, we are the only national 
nursing-home association in existence at the present time. 

We are here to explain why we believe the Federal Housing Administration 
Act should be modified to provide loans for the construction of new, modern, 
and efficient nursing and convalescent homes and homes for the aged, and for 
the expansion and renovation of existing acceptable and licensed nursing homes. 
In making this request, we would like to emphasize that we are most anxious that 
the entire program be on a sound, businesslike basis. In view of this attitude 
on our part, we recommend only 75-25 percent participation. We do not want the 
loans so liberal as to invite inexperienced and irresponsible persons to enter 
the profession. For this reason, we recommend the 75-25 ratio, a lower ratio 
than now applies to any other existing FHA program. To further substantiate 
our attitude, we express here a willingness to pay the prevailing local interest 
rates charged by the routine lending institutions. However, in your deliberations 
with the Federal Housing Administration, if it should be found advisable that 
a definite interest rate be established as a matter of policy and precedent, we 
would, of course, accept this, as we would without question the FHA construc 
tion standards. 

In presenting this material today we propose, in order to save time, to read 
a short statement into the record and to submit supporting and historical data to 
the committee for staff use. Parts of this they may wish to put into the record. 

The experience in attempting to obtain loans through the usual lending chan 
nels for the construction of new, modern, and efficient nursing homes has been, 
and continues to be, a most discouraging one to our administrators who are 


endeavoring to meet the ever-increasing need for better and much more efficient 
eare of our aged and chronically ill This condition continues to prevail even 
though bankruptcies and business failures in the nursing-home profession are 
almost nonexistent Local lending institutions, such as banks, building and loan 
companies, insurance companies, eft have and continue to demonstrate an 
almost complete reluctance to give us the type of credit we need 


In support of our request for this legislation. we wish to point out to the com 
mittee that 91 percent of nursing homes today are privately owned, only 8 per- 
cent publicly owned, with 6 percent under the auspices of the nonprofit groups, 
and that, further, 71 percent of the available beds for care of the aged and 
chronically ill are found in proprietary facilities as compared with 15 percent 
in the publicly owned facilities and 14 percent in the nonprofit facilities. We 
wish to submit a report of a survey made the last of August 1957, listing for 
each State the number of beds in the proprietary, nonprofit. and tax-supported 
nursing and convalescent homes. These figures were furnished us by the States’ 
licensing authorities (addendum 1). 

In spite of the overwhelming predominance of care in the proprietary nursing 
homes, Federal support and financing of nursing homes has been directed to the 
nonprofit and tax-supported institutions. The only exception is the Small 
Business Administration, which 18 months ago broadened its program to include 
loans to proprietary nursing and convalescent homes. The major Federal finan 
cial support has been through the Hi!!l-Burton Hospital Construction Act in the 
form of grants to the nonprofit and tax-supported facilities 

In addition to the Hill-Burton program, in the last year certain assistance 
through FHA has been given to the development of housing for the aged which 
may include a small infirmary area. These FHA efforts, too, have been directed. 
in most instances, to the nonprofit and tax-supported groups 
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These contributions to the aid of the aged and chronically ill are commendable, 
but still do not meet the need. The Hill-Burton benefits are restricted to non- 
profit and tax-supported institutions which care for only 29 percent of the people 
in nursing homes. The FHA program does not contain adequate provision for 
nursing homes per se. The Small Business Administration loan policy, in keep- 
ing with its general policy, is far too short a loan period and far too low a Fed- 
eral participation. This prevents the great majority of the proprietary nursing- 
home owners from obtaining such loans and makes it difficult for them to com- 
pete with the nonprofit homes supported by finance programs existing within the 
Government. 

All groups studying the problems of the aging, in and out of the Government, 
recognize the serious need for increasing the nursing home facilities to care for 
the aged and chronically ill at a price these elderly people can afford to pay. 
The nursing home operates at a cost much less per patient day than does the 
general hospital and can ease the demand for hospital beds by taking convales- 
cent and chronically ill patients, and housing them close to their residences in a 
homelike atmosphere. 

The philosophy adopted by the American Nursing Home Association in Febru 
ary of this year is as follows: 

“The nursing and convalescent homes function on the premise that the service 
they render should demonstrate their belief in the dignity and worth of every 
individual. Further it is believed that the purpose of the nursing and convales 
cent homes is to meet the total nursing care of geriatric, chronic, and convales- 
cent patients through the provision of well-equipped facility that is properly and 
adequately staffed with qualified personnel. The home should have a homelike, 
cheerful, friendly, and hopeful atmosphere, so that it will contribute to the pro- 
motion and preservation of the personal integrity of each individual and it 
should make available and utilize those services necessary for the emotional, 
physical, social, and spiritual enrichment of the patient. Opportunity should be 
provided for the growth and development of the staff and others who contribute 
to the well-being of the patient and the operation of the home. The home should 
endeavor to fulfill its rightful role as a contributing member of the health and 
welfare organization of the community.” 

It is evident that, with the increasing percentage of American citizens above 
the age of 65. and with the incrensing cest of hospitalization, the licensed 
nursing home is not only desirable but is so charged with essentiality as to 
constitute a public responsibility. This semipublic responsibility has long been 
recognized in the case of the hospitals. It is now evident that nursing homes 
must increase in number, in efficiency, safety, and desirability. Higher stand- 
ards of modern health care and higher costs of hospitalization have developed 
the nursing home as a necessary health facility. 

It is apparent that licensed nursing homes have for years been accepted by 
the patients and by their families. They are now approved by physicians and 
health authorities in and out of government. 

However, private lending institutions, including banks, savings associations, 
insurance companies, and similar agencies, because of legal restrictions and 
lack of appreciation of the need, have not, as I said before, yet recognized the 
essentinlity, economic stability, and ability to meet obligations which now 
characterize the management of our better licensed nursing homes. For these 
reasons, existing financing methods for the private nursing home have been 
ind are completely inadequate to take care of the demand for better housing 
for our nursing homes 

The hospitals and medical groups at the present time are experimenting with 
a changing complex of care in hospitals to include a convalescent or self-care 
section, somewhat similar to a nursing home. I wish to call your attention 
to the attached report on the Manchester, Conn., experiment being carried on 


under the auspices of the Hospital Facilities Section of the United States Pubiic 
Hlenlth Service as reported in the April 26, 1958, issne of the American Medical 
Association Journal, along with a brief editorial appearing in the same issue 


on the same subject (addendum 2). 

A report on a similar study is found in the January 1958S issue of the Ken 
tucky State Medical Journal, which I am also attaching (addendum 3), along 
With the complete report of the study by the Legislative Research Commission 
of the Commonwealth of Kentucky, Research Publication No. 48, November 1957, 
entitled “Ilomes for the Aged” (addendum 4) 

[ am submitting also monograph No. 46, entitled ‘“‘Nursing Homes, Their Pa 
tients, and Their Care,” published in 1957 by the United States Public Health 


ee 
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Service (addendum 5). This is a survey sponsored by the Commission on 
Chronic Illness, a national voluntary organization, founded by the American 
Hospital Association, the American Medical Association, the American Public 
Health Association, and the American Welfare Association, and assisted by the 
United States Public Health Service in this study. This study demonstrates 
clearly the ever-increasing population of the aged, and emphasizes the serious 
need for increasing the number of modern, new, and efficient nursing and con- 
yalescent-care facilities. 

Mr. Chairman, this study shows that one-quarter of the patients in nursing 
homes are 85 years or over—two-thirds of them are 75 years or over. They 
may have no family—they may have a family that cannot take care of them. 
They do not need to be in expensive hospital beds with a high overhead, but 
they do need to be in a home where there is some medical supervision and a 
nurse on duty. This can be provided most economically by a nursing home. 

These persons may be completely self-sufficient one day and bedfast patients 
the next, becoming chronically ill and requiring continuing nursing care within 
their means. These homes are generally not large and there is danger of losing 
their homelike atmosphere if they become large institutions, 

In meeting this need for increased facilities for the care of an aged population, 
we must be very sure that these homes meet the basic health and fire regula- 
tions of the various States. Each State has its own such regulations. We have 
been working with various groups, including representatives of HEW, in de- 
veloping standards which can be suggested to States in meeting this basic need. 
Unfortunate disasters to nursing homes, such as fire, can be attributed largely to 
inadequate State regulations and supervision. Our association, in attempting 
to prevent such disasters, in 1957 adopted a policy statement which we think 
would tighten these controls, and I wish to submit it as a part of the record 
(addendum 6). 

The Hill-Burton grant program meets a need. The proposed Hill-Burton loan 
program for renovation would meet a need. However, the predominant num- 
ber of nursing homes are proprietary and are not eligible for this type of finan 
cial assistance. We feel that a loan program on a sound, practical, businesslike 
basis will allow the homes to provide more beds for the same amount of tax 
money than will Hill-Burton grants. The loan funds we are requesting should 
be returned with interest and could be used over and over by other facilities in 
areas where the need arises. 

We see no reason why this should result in duplication of facilities and we 
are confident that in planning these facilities the overall health facility planning 
for the area will be considered. This will supplement the Hill-Burton program 
and meet a definite need so far very inadequately met. 

The wording of an amendment, we feel, is a matter to be left entirely in the 
hands of this committee and its staff, who are much more familiar with this law 
than we are. 

I would like to read an excerpt from a pamphlet entitled “Health Aspects of 
Aging” (addendum 7). It was written by Dr. H. B. Mulholland, chairman of 
the American Medical Association’s committee on aging and is based on in- 
formation developed by that committee: 

“* * * Tt is common knowledge that many general hospitals are now caring for 
patients who would be better off in the less expensive structure. A committee 
under the chairmanship of Dr. Howard Rusk recently surveyed the city hospitals 
of New York City and found that 20 percent of their patients should be in such 
an institution, where they could be cared for at rate of $6 or $7 per day as 
compared with the average rate of $21 in New York City hospitals. Not only 
is the cost less but they are not surrounded with sick people, but live in an 
atmosphere in which they are stimulated to become self-sufficient. * * *” 

In addition to submitting the foregoing pamphlet, Health Aspects of the Ag 
ing, I also submit the complete report, Hospital Patient Survey, the New York 
Foundation, New York City, 1956 (addendum 8), referred to in the above 
quotation. 

I would like now to summarize very briefly why, in our opinion, the Federal 
Government should facilitate the building and remodeling of nursing homes. 

First, proprietary nursing homes at present are caring for the vast majority 
of nursing home cases, and there is no expectation whatever that nonprofit or 
public institutions can or ever expect to take over the full responsibility for the 
aged. 
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Second, because of the one-purpose design of nursing homes and their equip- 
ment, the usual community lending facilities either cannot or will not provide 
the needed financial credit. 

Third, the nursing home is a small, private, taxpaying, business that is pro- 
viding a vital service to the community and is a part of the economy on which 
America’s growth and prosperity is based. 

Fourth, the nursing homes are not asking for subsidies either in principal or 
interest ; they will pay the going rate of interest and will repay money advanced 
to them so it can be used over and over again. 

Fifth, the nursing home that meets realistic standards, and that has the proper 
arrangements for nursing and physicians’ services, serves hundreds of thousands 
of elderly patients who otherwise would be forced to enter general hospitals and 
pay the relatively high prices that hospitals are forced to charge. 

While this concludes are previously prepared statement, we would like to 
comment on two previous statements presented to the committee ; namely, that of 
the American Medical Association and the American Hospital Association. 

On Sunday, July 12, the Washington Star reported an exact quote from a 
survey made from the St. Elizabeths Hospital by experts in the field of caring 
for mental patients: 

“It is our considered opinion that at least 50 percent of the patients whom we 
saw resident in the geriatric service could adjust with equal (or perhaps better) 
ease in a well-run mgarsing home.” 

In previous testimony by the American Hospital Association having to do with 
nursing homes, there was some objection raised to certain features in section 
201. It is probable that the nonprofit homes would make very little use of this 
since they are eligible for grants instead. 

Another point was the definition of nursing homes as presented in Senate bill 
4035. The definition of the term “nursing home” as presently in section 201 of 
this bill was one adopted by the American Nursing Home Association of some 
5,000 members and, in their opinion, expressed quite well the services of their 
facilities. However, section 601 of the Public Health Service Act, “Part D— 
Definitions,” as recommended by the American Hospital Association, probably 
would be satisfactory with certain changes. However, it should be watched very 
carefully that in setting up any regulations governing these facilities they in no 
instance abrogate States rights to license and regulate these facilities within 
their own borders. In fact, we feel that State laws and regulations are, or should 
be, strict enough to insure the proper care of patients. We are working on this 
program now. 

It should be further pointed out to the committee the American Hospital Asso- 
ciation suggested that surveys should be conducted to determine the need for 
nursing homes and that no facility should be eligible for Federal insurance 
unless approved by the Surgeon General. Previous experience in these surveys 
indicates rather strongly that such unrealistic standards were set that the 
ultimate figures showing the need for nursing homes and nursing home beds 
were extremely difficult to evaluate. The American Hospital Association, in 
opposing this portion of the bill, did not state that this survey involves mainly 
nonprofit homes which care for only 29 percent of the patients in nursing homes. 
Inasmuch as this bill is primarily designed to aid and assist the proprietary 
nursing homes which care for 71 percent of the patients in nursing homes, 
determining need should be directed toward this type of home instead of the 
nonprofit facilities which have other methods of financing. 


ADDENDA 


1. Survey made in August 1957 listing for each State the number of facilities 
and beds in the proprietary, nonprofit, and tax-supported nursing and con- 
valescent homes, figures furnished by the States’ licensing authorities. 

2. Reprint of report on Manchester, Conn., experiment under auspices of 
Hospital Facilities Section of United States Public Health Service as reported 
in the April 26, 1958, issue of American Medical Association Journal, with a 
brief editorial in same issue on same subject. 

3. Reprint of article in January 1958 issue of Kentucky State Medical Journal. 

4. Report of study by the Legislative Research Commission of the Common- 
wealth of Kentucky, Research Publication No. 48, November 1957, entitled 
“Homes for the Aged.” 


— 
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5. Monograph No. 46 entitled “Nursing Homes, Their Patients, and Their 
Care,” published, 1957, by United States Public Health Service. 

6. Policy statement of American Nursing Home Association, adopted in 1957. 

7. Pamphlet entitled “Health Aspects of Aging,” by Dr. H. B. Mulholland, 
chairman of the AMA’s committee on aging, page 6 referred to specifically. 

8. Hospital Patient Survey, the New York Foundation, New York City, 1956. 

(Addendum 1 and addendum 6 follow. Addenda 2, 3, 4,5, 7, and 8 have been 
filed with the subcommittee. ) 


ADDENDUM 1. IN RE STATEMENT OF ANHA BEFORE COMMITTEE ON BANKING AND 
CURRENCY SUBCOMMITTEE ON HowusING, HOUSE OF REPRESENTATIVES, JULY 18, 
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In using this chart, please note : 
1. Not all licensing laws are the same from State to State. 
2. In some States complete data was not available as asked for by the survey. 
3. In some States “nonprofit” and “county, city, and State” institutions are the 
same. 

4. Many States are in the process of revising State licensing laws. 

5. Some States distinguish between homes for the aged and nursing homes. 
When possible, they have been treated as one in this survey. 
6. State mental hospitals and schools for the feeble minded are not included. 


7. Pennsylvania has “commercial boarding homes” which were counted under 
proprietary homes. 

8. Virginia licenses nursing homes for two or more patients. Home for the 
aged must have four or more patients. This varies from State to State. 

9. Minnesota includes homes for chronic and convalescent patients as nursing 
homes or boarding care homes. 

10. Missouri did not type nursing homes. They are in the process of putting 
into force a new nursing home licensure law. 





AppENDUM 6—IN RE: STATEMENT OF ANHA BEFORE COMMITTEE ON BANKING AND 
CURRENCY SUBCOMMITTEE ON HOUSING, HOUSE OF REPRESENTATIVES, JULY 18, 
1958 


POLICY STATEMENT 


The following statement of policy and incorporated recommendations have re- 
ceived the endorsement of the officers, governing council members and State asso- 
ciation presidents of the American Nursing Home Association and are submitted 
as heing representative of the profession as a whole. 

Ira O. WALLACE, 
President, New Castle, Ky. 


1. That converted and existing facilities which are below accepted standards 
and cannot be made adequate be replaced as rapidly as possible by present owners 
with modern acceptable facilities. 

II. That in planning for expansion and new facilities the SBA recommenda- 
tions, as accepted in consultation with the ANHA officers, be followed as the 
minimum whether SBA loans are used or not. 

III. That the building of more modern and acceptable nursing homes and rapid 
expansion of facilities now available be expedited. 

IV. That every patient be under medical supervision and someone available 
who is qualified to carry out physician’s orders for all patients admitted. 

V. That both existing homes and new facilities plan for greater emphasis on 
programs for recreation, rehabilitation, and physical therapy and that facilities 
and personnel be provided for such, wherever practicable. 

VI. That in licensing the State agencies require satisfactory character refer- 
ences. 

VII. That licensing agencies require administrators or prospective administra- 
tors with satisfactory training and experience, to avail themselves of the train- 
ing provided and offered by short periodical institutes and short courses as a 
prerequisite to licensure. 

VIII. That referrals by State and local welfare authorities be made only to 
licensed or approved facilities. 

IX. Recommended fire safety standards: 

1. Fire extinguishers in approved number and type. 

2. Two or more unobstructed exists from each floor. 

3. Enclosed stair wells or automatic closing fire doors. 

4. Patients limited to two stories except if fireproof or sprinklered fa- 
cilities. 

5. Unless sprinklered, fire detection and alarm systems for all facilities. 

6. Use of fireproof paint. 

7. Flameproof treated draperies. 

8. Enclosed central heating plants—no space heaters. 

9. Monthly fire drills and planned evacuation procedures. 

10. Supervised smoking or in designated areas. 

11. Approved wiring annually inspected by qualified electrician. 

12. Plentiful supply of water and means for immediate use in emergency. 


284381—58——41 
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IX. Recommended fire safety standards—Continued 
13. Yearly inspection of chimney and heating system. 
14. Plan of evacuation by fire department. 
15. Fireproof storage of flammable materials. 
16. Lighted exit signs. 
17. Emergency lighting equipment. 
18. Sufficient personnel adequately trained in fire protection on 24-hour 
duty. 
19. Exit doors to open outward. 

xX. That to facilitate such policies, we advocate: 

(a) More liberal terms on loans for expansion and building nursing 
homes by SBA, FHA, or other governmental agencies. 

(b) More liberal payment policies and supplementation by welfare agen 
cies and authorities for the care of indigent and old-age recipients. 

(c) Patronage by the public of only licensed, approved and qualified 
homes capable of propertly caring for the type of patient admitted 

(d@) Greater representation on, and recognition by State and municipal 
licensing and regulating boards of the nursing home profession’s duly ap 
pointed spokesmen. 

(ce) Adequate and qualified licensing agency inspection personnel on local 
or State levels. 

(f) Rigid enforcement of existing laws and regulations affecting the 
profession. 

Mr. Apponizio. At this time I would like to express to you the re 
grets of Mrs. Sullivan for having left the meeting. Unfortunately 
there was a hurried call for an executive meeting in the Merchant 
Marine and Fisheries Committee of which she is a member and which 
she had to attend. She has asked me to express to you, of course, 
for the record that her State organization of private nursing homes 
in Missouri has expressed its deep interest in loans provided under 
the FHA program for the building of private nursing homes. 

Now, I will ask you several questions and then we will have the 
other witness this morning. As I understand it, these nursing homes 
would be just for elderly people; is that correct ? 

Mr. Mustin. Mainly, sir. I think perhaps all but 1 percent of the 
patients in nursing homes are more than 45 years of age. 

Mr. Apponizio. These nursing homes also would be run for a profit; 
is that right ? 

Mr. Mustrin. Yes, sir. 

Mr. Apponizio. Now does the Senate provision call for any regu- 
lation of the charges to the patients and do you feel that this should 
be done? 

Mr. Mustrn. I believe they have the basic right, or the Surgeon 
General has the basic right to review rates or charges, and let me 
correct the previous statement that I made. This bill would provide 
for loans to both proprietary and nonprofit homes. There is no dis- 
tinction between the two. We also have nonprofit homes in our 
organization. 

Mr. Apponizi1o. It is also my understanding that the Senate bill 
calls for the FHA to consult with the Public Health Service of the 


Department of Health, Education, and Welfare; is that correct? 
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Mr. Mustin. Yes. 

Mr. Apponizio. How would you feel about this? Would you ob- 
ject to a requirement making this mandatory / 

Mr. Mustin. We would welcome consultation with the Public 
Health Service, sir. We think that it is quite appropriate for the 
FHA to consult with Public Health Service as regards the construc- 
tion and operation of nursing homes. 

Mr. Apponiz1o. But do you feel that the Public Health Service 
should have the final O. K. on this program 4 

Mr. Austin. Well, this is mainly a construction program, sir. I 
think that the FHA with recommendations from Public Health Serv- 
ice, could probably handle the matter adequately. 

Mr. Apponiz10. Your statement is very interesting and I am sure 
that the committee will give it every consideration. Thank you very 
much for coming. 

Mr. Mustin. Thank you. 

Mr. Apponizio. Our next witness is Dr, R. B. Robins, representing 
the American Medical Association. 

Dr. Roprns. Mr. Chairman, I would like for Mr. Forrestal, attorney 
for the American Medical Association, to accompany me. 

Mr. Apponizio. Yes; he may join you at the witness table. 

Dr. Rozrns. I want to apologize for not being able to appear last 
Friday. I was not able to come on account of an emergency in my 
practice and I wish to apologize for that. 


STATEMENT OF DR. R. B. ROBINS, REPRESENTING AMERICAN 
MEDICAL ASSOCIATION 


[am Dr. R. B. Robins, a practicing physician of Camden, Ark. 
I am testifying today at the request of the chairman of the board of 
trustees of the American Medical Association, and I am pleased to 
give you the views of the American doctors on some of the problems 
of caring for our aged citizens. Iam a past vice president of the AMA 
and past president of the American Academy of General Practice. 

My testimony today will be concerned with the medical problems 
that are peculiar to the aged, the facilities available to care for their 
ordinary housing needs as well as their medical needs, the cost of these 
services, and the role of the proprietary nursing home in helping to 
solve some of these problems. 

It is our understanding that the Federal Housing Administration 
presently is offering mortgage insurance for construction of large 
nonprofit institutional-type homes for the aged which may have a 
section for those needing nursing care. 

I have a list here of about 46 projects in this nonprofit field. 

(The list referred to is as follows:) 
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Housing for the elderly, summary of project operations as of Mar. 31, 1958 
(all under sec. 207) 


TOTAL CONSTRUCTION 





Status of operations Number Amount Units 
Applications received_ : 21 $21, 220, 400 9 
Less: Preliminary rejections (net) 
Cases in process... .- 6 4, 282, 000 473 
Applications processed - ; - 16 16, 938, 400 2. 090 


Less: Final rejections (net) ----- 


Total commitments issued _- : 16 16, 938, 40 » 000 
Less: Expired (net) -_.-. 


Net commitments issued _._- 16 16, 938, 400 2, 090 
Less: Outstanding-- 6 F ll 8, 855, 300 1, 086 
Mortgages insured (net) .--- - 5 8, 083, 100 1, 004 


Less: Terminations 


Mortgages in force.. . 5 8, 083, 100 4 


CONSTRUCTION PROGRESS 





Proj cts Units 
Construction completed - 2 690 
Projects under construction-__- . 5 500 
Actual units under construction 500 
Units completed 
Units not started can 
Projects not started.._- ; ; 14 1,378 
NOTE.—Data above exclude firm proposals nearing the application stage involving 26 projects and 2,789 


units. 
Housing for the elderly projects and firm proposals for projects have been reported for 23 States 


Dr. Roprns. My remarks today will be directed solely toward point- 
ing out the need for a similar program of loan guaranties for pro- 
prietary as well as nonprofit organizations. I want to point out that 
currently 71 percent of nursing home patients are cared for in pro- 
prietary institutions. 

As the basis for my testimony, I want to state that the American 
Medical Association, through its board of trustees, has approved and 
will support a Government-insured loan program of the FHA type 
for nongovernmental hospitals and nursing homes whether their own- 
ership is of a nonprofit or a proprietary character 

In recent years, the problems of the elderly have attracted an ever 
increasing amount of national attention, both within the Government 
and among groups and associations outside Government. This is 
understandable since the proportion of our population over age 65 is 
increasing at a rate that might be described as amazing. In 1900 
there were only 3 million of these elderly citizens. Now there are 
approximately 15 million. Already they represent nearly 9 percent 
of our entire population, and the trend has not yet leveled ‘off. 

Not one but many factors explain how mankind has been extending 
its life span—advances in medical science, a new awareness of the 
principles of nutrition, better working conditions that allow more men 
and women to reach retirement age and better housing. All of these 
factors and others have contributed to the increased longevity of our 
population. 
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New problems naturally attend such gains, many of which can only 
be solved by persons skilled in furnishing medical care and nursing 
services. 

From its beginning more than a century ago the American Medical 
Association has been deeply involved in medical aspects of caring for 
the aged. At work now in this field are three active committees 
attached to the association’s council on medical service. They are the 
committee on aging, the committee on indigent care and the committee 
on medical and related facilities. 

Our work in these fields has been performed in cooperation with 
other interested agencies. In 1946, representatives of the AMA met 
with representatives of the American Hospital Association, American 
Public Health Association, and the American Public Welfare Asso- 
ciation, to establish the Interim Committee on Chronic Illness which, 
in May 1949, was changed to the Commission on Chronic Illness, with 
representatives of the general public, industry, labor, agriculture, 
education, religion, social sciences, journalism, health, and welfare. 

A number of studies were made. One of these I will leave with 
you, entitled “Nursing Homes, Their Patients, and Their Care,” pub- 

shed by the United States Public Health Service which cooperated 
in this study. 

_ Although the Commission was disbanded as such in June 1956, the 

ooperating organizations continue to work on the parts of the pro- 

eram in which they are best qualified. ‘The council on medical service 
of the American Medical Association still prints the Newsletter on 
Chronic Illness. 

a interest of the AMA continues right down the line to the fam- 

y physician who is on the scene when the various medical crises 

occur in the lives of older people. A majority of our constituent State 
medical societies have formed committees on aging and are making 
their contributions. In addition, as a recent development, a series of 
regional meetings, sponsored by the AMA, has been held to stimulate 
local action in bringing the best possible medical care to senior citi- 
zens in their homes, in physicians’ offices, in nursing homes and i 
hospitals. 

| would like to mention several other concrete achievements that 
are the result of cooperative undertakings of the medical profession, 
the hospital and nursing home people, the insurance industry and the 
drug industry. 

First, new treatment and surgical procedures have been developed 
to ease the discomforts of the ill and disabled aged, and in many cases 
to rehabilitate them to the point where they can take care of them- 
selves and often return toemployment. Some examples of this are cor- 
tisone, antibiotics, tranquilizers, early ambulation of operative cases, 
physical and occupational therapy, early evaluation of seriously ill 
and injured for vocational guidance and training. 

Second, enrollment of older people under voluntary health insurance 
has increased at an encouraging rate in recent years. It has gone up 
about 100 percent in the last 7 years alone. P resently, exclusive of 
the approximately 3 million older persons who receive public assist- 
ance, more than 50 percent of those over 65 have some form of health 


insurance, 





642 HOUSING ACT OF 1958 

Third, the American Medical Association has joined with the 
American Hospital Association, the American Dental Association and 
the American Nursing Home Association in the formation of the 
Joint Council to Improve the Health Care of the Aged. The council’s 
long-range goal is better health for all the aged. Its most immediate 
concern is working out answers to meet the financial and social prob- 
lems that accompany chronic illness. 

Fourth, hospitials are actively experimenting with gradations of 
care, a new concept that attempts to fit the patient to the type of care 
he needs, but not for complete hospital care when that is not required. 

Fifth, for the last year, representatives of the American Medical 
Association and the American Nursing Home Association have been 
meeting regularly to prepare improved medical care standards for 
the nursing homes, standards that admittedly are badly needed 
some sections of the country. 

In February of this year the first national conference on nursing 
homes and homes for the aged was held here in W ashington. Most 
of the aged, ill, or disabled can, and are, best cared for in the phy 
sician’s office or in their homes. Still others require care in a medical 
facility. 

The question is, do these people need care in a general hospital al 
a cost of $20 to $25 per day. Some of them do, but others could receive 
the maximum professional attention their condition calls for in a less 
expensive facility—a properly constructed and operated nursing 
home, with professional medical and nursing care at hand or re: adily 
available. I am speaking now of older people with conditions that are 
chronic, such as hypertension, diabetes, arthritis, paralysis of ex- 
tremities. 

There is a much larger group who require some nursing and medical 

care, and who could be provided for quite satisfactorily in private 
bean. Yet, for many reasons, the relatives—if there are relatives- 

are not in a position to take in these older people. They need housing, 
and some medical care, but not hospital care in many cases. Yet, 
many thousands of them are in hospitals, merely because there are 
not suitable nursing homes or other chronic-disease facilities available. 

This situation points up the critical need for new and improved 
facilities tailored to the specific health requirements of the older citi- 
zens. Nursing-home administrators have appeared before your com- 
mittee earlier today. They have convincing evidence, accumulated 
over recent years, that they can’t provide the services they want to 
provide in quality or in qu: mitity because they are unable to obtain the 
credit they need on reasonable terms. 

The normal lending agencies just are not making loans to proprietary 
nursing homes in any significant volume. The lenders have their 
reasons—because the homes generally are one-purpose structures, unat- 
tractive as a straight commercial risk, even though foreclosures are 





rare. 
As doctors we know the need for attractive, clean, safe nursing 
homes, where we can be sure our older patients will receive the proper 
nursing care under our direction, and where the costs will not be 
prohibitive. 
Through Hill-Burton and other programs the Federal Government 
for years has been assisting public and nonprofit hospitals through 
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money grants. ‘The proprietary nursing homes are not asking grants, 
but only a Federal guaranty to make it possible for them to obtain 
the mortgages they need. They will pay the going rate of interest 
including the mortgage insurance premium and will repay the loans. 

We strongly urge this committee to consider an insured type loan 
for which proprietary and nonprofit nursing homes could qualify, 
under FHA. This would stimulate the local lending agencies and 
bring about an atmosphere that would produce the capit: al needed for 
construction and equipment. 

I do not know of a single group in the medical field that does not 
now urge the construction of special facilities for the chronically ill 
and for the aged. That is exactly what a well-equipped, well-adminis- 
tered nursing home is. All medical authorities with whom I have been 
in contact believe this to be one of the res lly critical medical shortages 
today. 

I urge this committee to include in its bill all of the language of the 
Senate bill, S. 4065, under title II, which is entitled, “Housing for the 
Elderly” on page 18. Thank you. 

Mr. Apponizio. Thank you, Dr. Robins. Of course, I am very happy 
to see you here this morning. I am particularly gratified to find that 
probably for the first time, I find myself in agreement with the Amer- 
ican Medical Association. It certainly is gratifying for me to see that 
you support this program. 

Now I just want to make sure that you know what you are doing. 
You realize, of course, that this is a Government-insured loan pro- 
gram and this is the kind of program that you are now supporting? 

Dr. Ronins. That is right. 

Mr. Apponizio. Well, I sincere ‘ly hope that this bodes well for the 
future and that we can expect the American Medical Association to see 
the light of day in some other fields that we are interested in and per- 
haps support us in that direction. 

I have one question and then I think we will adjourn. The bells 
have rung and I must go over to the floor. Do you think the Senate 
provision that the FH. A will have to consult with the Public Health 
Service, will insure adequate standards for protection of the patients ? 

Dr. Ropins. I think so. 

Mr. Apponizio. Well, there are a great many questions I could ask, 
but in view of the fact that the House is going into session shortly, we 
shall adjourn. The committee will be in recess until 2 o’clock this 
afternoon, when our first witness will be Mr. Arrington of the Depart- 
ment of Defense. 

(Whereupon, at 11:58 a. m., the subecommitee adjourned, to recon- 
vene at 2 p.m. of the same day.) 


AFTERNOON SESSION 
Mr. Rains. The committee will be in order. 


The first witness is Mr. Arrington of the Department of Defense. 
Come around, Mr. Arrington. Weare glad to have you. 








644 HOUSING ACT OF 1958 


STATEMENT OF JOHN H. ARRINGTON, CHIEF, FAMILY HOUSING 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
(PROPERTIES AND INSTALLATIONS) 


Mr. Arrineton. Good afternoon, Mr. Chairman. 

I have with me Mr. Andrew Mayer, of our Office of Counsel. 

Mr. Rarns. We are glad to have you. 

I would suggest that all of the addendum to your statement be 
included in the record at the end of your statement. 

You may proceed. 

Mr. Arrineton. All right, sir. 

I appreciate the opportunity to appear before your today on behalf 
of the Department of Defense, in order to offer our views on proposed 
legislation now pending before this committee, and report on the 
progress of our military housing programs. 

As of June 30, 1958, the Office of the Secretar y of Defense had ap- 
proved a total of 285 projects cont: aaa 101,287 units for development 
under the title VIII program; 9,410 “of these units, comprising 40 
whole projects and portions of a number of others, are presently 
deferred pending further evaluation of need. 

As shown more fully in the attached summary, these units are in the 
following stages of development. 


Tota ; | 28 101, 287 
! 

Completed _-.-_---_-- 34 10, 089 
Under contract _--- + 114 A0, 869 
Bidder accepted 64 | 18, 270 
Advertised - - a : : Pind 1 | 288 
Under development or review. -- er | 72 | 31, 771 
Until recently the Capehart program had been seriously hampered 
by a shortage of private eee anes the old 4 . recent interest rate. 
However, Public Law 85-364, enacted April 1, 1958, provided for an 


increase in the interest ceiling on title Vv [1] mortgages to 1 percent. 

Immediately thereafter, following consultation with the Office of 
the Secretary of Defense, the Federal Housing Administration Com- 
missioner established 414 percent as the current rate in the light of 
present market conditions. 

At the same time, we specified that projects bid at 4 percent would 
be closed at 4 percent ; but we at the adve rtising could be amet ded to 
reflect the new rate in the case of project s where bids had not yet been 


opened. 

Since the higher interest rate was authorized, 35 projects with 
13,428 units have been placed under contract 234 units costing $18,- 
355.0000 with FNMA commitments and 12,194 units costing $189,- 
649,000 under private loan commitments 


Most of the latter were closed at the old 1-percent rate—9,908 units 
at $153,677,000, compared to 3,520 units at $54,327,000 under the new 
rate. 

Our present schedule calls for contracts to be signed between now 
and September 1 on about 50 projects containing 15,000 units and cost- 
ing approximately $235 million, all with private 414 percent commit- 
ments. 
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I should like to mention that the military construction authoriza- 
tion bill for fiscal year 1959 (H. R. 13015) contains line item author- 
ization for 46,290 units of title VIII housing, which are a part of the 
101,287 units previously mentioned as approved for development. 

It may not prove possible to obtain commitments on all of these 
units by June 30, 1959; in addition, further authorization requests are 
planned for fiscal year 1960. It is therefore important to the con- 
tinued successful development of the title VIII program that the 
present expiration date be extended by one year, to June 30, 1960, as 
provided in section 601 (a) of S. 4035. 

Section 601 (b) of the same bill would increase from 25 to 30 years 
the maximum term of the section 803 mortgages. While the 25-year 
term is at present adequate, the higher interest rate, together with the 
$90 per month average payment limitation, may in the future make it 
difficult to construct housing approaching the $16,500 per unit average 
cost limitation, unless the mortgage term is increased. 

Section 602 (a) of S. 4035 would add to title VIII of the National 
Housing a new section 810, authorizing the Federal Housing Com- 
missioner to insure mortgages on rental housing for military and es- 
sential civilian personnel serving or employed at a military installa- 
tion, on the basis of an “acceptable risk” rather than “economic sound- 
ness. 

The FHA would accept the determination of the Secretary of De- 
fense or his designee as to the need for the housing; but the FHA 
could require the Secretary of Defense to guaranty the armed services 
housing mortgage insurance fund against loss, whenever it determined 
the risk to be not acceptable. 

The Department of Defense opposes the enactment of this provi- 
sion. The Department has for some time taken the position that it is 
not feasible for the military to sponsor rental housing when it has no 
control over the location, design, or rents of such housing. 

This position has been established with respect to off-base rental 
housing for military personnel, and is even more applicable to such 
housing for civilians. It is impossible to make long-range housing 
plans for civilians, because we cannot rely on them to occupy the 
housing provided, and we cannot compel such occupancy. 

Previous efforts by the military to provide rental housing for 
civilians have not been successful, because at the usual military post 
or depot civilian employees, who for the most. part are already resi- 
dents of nearby communities, prefer to occupy homes of their own 
choice rather than military family housing; examples of the effect 
of this preference are the high vacancy rates in the Wherry projects 
at Tobyhanna, Pa., Crane Ordnance Depot, Ind., and Indian Head, 
Md. 

Generally, civilian employees at normal military facilities are re- 
cruited locally and, therefore, are already established in the com- 
munity; even those who move into the area to accept such employ- 
ment soon become integrated into the community. 

In view of this clear identity with the civilian community, the 
Department believes that civilian employees should, and actually 
prefer to, rely on the normal housing supply rather than on military 
sponsored and guaranteed projects. 
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Section 603 of S. 4035 would amend section 404 of the Housing 
Amendments of 1955 to authorize the acquisition of section 207 hous 
ing built adjacent to military installations prior to July 1, 1952, and 
certified by the Department of Defense as being necessary for military 
use. 

Section 603 would further make mandatory the acquisition of sec- 
tion 207 projects located at or near installations where title VITI 
projects are built. 

This provision as written would apply principally to one 300-unit 
207 project. However, the Department of Defense opposes its enact- 
ment, because the project in question was designed under low-cost 
limitations and standards, and although it is considered acceptable in 
its present use as rental housing for lower pay grade enlisted person- 
nel, it can be made acceptable as public quarters only with a sub- 
stantial expenditure of funds. 

Moreover, the mandatory acquisition of a 207 project might well 
create an undesirable precedent for the acquisition of a variety of 
privately owned housing projects adjacent to military installations. 

In general we feel that the W herry acquisition program is now 
progressing in a satisfactory manner. Of the total of 83,727 units in 
the Department of Defense Wherry program, acquisitions to June 30, 
1958, totaled 44,144 units, divided as follows: 





DN ith tito meee se ees cca eee : == 12:0 
0 SE erik cee maar aaa irecioe : ewe 
Air Force 26. 733 
Of the 44,144 unit total, 34,391 were in the mandatory category, the 
balance were permissive. 
* We have a table in connection with the cost analysis of the projects 


acquired to date. 

Mr. Rains. The table may be included at the end of Mr. Arrington’s 
statement. 

Mr. Arrineton. At present, acquisitions scheduled for fiscal year 
1959 amount to 21,182 units, divided as follows: 


Reet hoe ed di hd sibibloe ; ; 2, 406 
a a ic aad Sle inek 5 — . j 5. 7, 
a iE es a » “4 10, : 


The 10,374 units for the hip Bcmeee: momen all unacquired Air 
Force projects, most of them permissive. Of the Army and Navy 
totals, all are mandatory except for 921 units in 3 Navy projects. 

Aside from the number of its present and planned acquisitions, the 
Air Force has made an exceptional record in the use of negotiations 
in its program to date. Of 44 Air Force projects acquired, 33 have 
been by negotiation, compared to 3 out of 9 for Navy, and 1 out of 19 
for Army. 

In an effort to i improve its use of negotiations, the Navy on February 
11, 1958, established in the Bureau of Yards and Docks a “Wherry 
Housing Project Negotiation Board,” thereby removing responsibility 
for negotiations from the District Public Works officers, and centraliz 
ing them i in one office. 

After extensive discussions between the Assistant Secretary of De- 
fense (Properties and Installations) and the Assistant Secretary of 
the Army (Civil and Military Affairs), the Army, on June 24, 1958, 
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took similar action to establish a “Wherry acquisition negotiation 
team,” under the direction of the Chiefs of Engineers. It is believed 
that these two actions will materially increase the use of negotiations 
in Army and Navy cases. 

As a further step toward insuring that a reasonable time is allowed 
for negotiation of mandatory cases, the Acting Assistant Secretary of 
Defense (Properties and Installations), on July 14, 1958, issued a 
memorandum to the 3 military departments ‘with the following 
guidance: 

Effective immediately, no invitations to bid will be issued on Capehart projects 
until formal negotiations to acquire the related potentially mandatory Wherry 
projects have been initiated. The sponsor shall be notified in writing that his 
project must be acquired, and that a period of 90 days will be allowed for negotia- 
tions. Actions leading to condemnation shall not be taken until expiration of 
this 90-day negotiation period. 

It is believed that this action will insure that negotiations are ini- 
tiated in good time, and are not compressed into a relatively short 
period between issuance of a letter of acceptability and start of con- 
struction. 

The Department of Defense cannot support the provisions of sec- 
tion 604. This section would amend section 404 (c) of the Housing 
Amendments of 1955 to provide that in any Wherry condemnation 
proceeding the issue of just compensation would be determined by 
a commission of three persons appointed by the court, with one of the 
members being selected from a panel submitted by the Secretary of 
Defense, and a second member being selected from a panel submitted 
by the owner of the property being condemned. The commission 
would be directed to “give full consideration to re placement costs and 

fair depreciation.” 

The committee may wish to solicit the views of the Department of 
Justice on the language of this section; however, we understand it is 
the last feature which is most objectionable. 

Since it is clearly impossible, under the fifth amendment, to make 
replacement costs and fair depreciation, the sole criteria of value, the 
inclusion of this provision can serve no useful purpose, but can only 
create doubts as to its validity. 

The Department of Justice, in a memorandum printed at page 
11,906 of the Congressional Record, has expressed a similar view, 
and has cited Supreme C ourt decisions to the effect that: 

The ascertainment of compensation is a judicial function, and no power exists 
in any other department of the Government to declare what the compensation 
shall be or to prescribe any binding rule in that regard. 

The Department of Defense is further of the view that the proce- 
dure which section 604 would establish is objectionable both because 
it provides for the determination of just compensation by persons 
selected by the parties, and because it eliminates any right to a trial 
by jury. 

As pointed out by the Department of Justice in its memorandum, 
this method of choosing commissioners is not a desirable one. 

The Supreme Court has been given statutory authority to prescribe 
the practice and procedure of the district courts, subject to the ap- 
proval of Congress, and the present provision, which constitutes a 
substantial departure from the rules promulgated by the Supreme 
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Court for condemnation cases, has never been considered by the Court. 

While the stated purpose of section 604 is to expedite condemnation 
proceedings, the DOD concurs with the Department of Justice in its 
view that the use of a commission will actually serve to make the 
proceedings more protracted and costly. 

In addition to the various reasons cited by the Department of Jus 
tice for the delays in commission proceedings, such as the admission 
of improper evidence, the Wherry condemnation commission would 
be further delayed due to the necessity for resolving doubts as to the 
validity of section 604. 

Accordingly, we recommend the deletion of section 604. However, 
if the committee is of the view that the use of a commission in Wherry 
condemnations is desirable, a substitute provision is proposed (attach- 
ment A), which is not subject to the objections raised against the 
present section 604, and which preserves the right to a jury trial as 
fully as under existing law. 

As of June 30 under the section 809 program providing for-sale 
housing for essential civilian employees at research and development 
installations, the Department of Defense has authorized the services 
to issue certificates of need to FHA covering 3,950 units in 6 areas. 

The services have issued 2,300 individual certificates and FHA has 
finally endorsed 1,242 of these under a DOD guaranty of the FHA 
mortgage insurance fund. However, this does not represent total 
activity under the program, because FHA has also issued conditional 
commitments to project developers in order to achieve the economies of 
volume construction. 

Also, as of June 30, FNMA has executed mortgage purchase com 
mitments amounting to $23.7 million on 2,609 units. 

This statement has been cleared in substance by the Bureau of the 
Budget, which has no objections to its submission. 

I shall be glad to answer any specific questions the committee may 
have. 

(The table and attachment A referred to, follow :) 


Title VIII (Capehart) housing program—Summary of development program as 
of June 30, 1958 (as amended) 


ee " _— = — ' ! f 
| 


Total Army Navy | Air Fore 
—— $$$ $__—__—_— preercest _ |\— las a 

Approved by ASD (P. and I.)-- 101, 287 32, 203 13, 560 55, 524 
In process ! : 31, 771 11, 020 7, 636 13, 115 
Advertised : _— 288 0 0 | 288 
Bidder accepted __-.- 7 18, 270 | 3, 060 | 0 15, 210 
Under contract 2... 50, 958 18, 123 5, 924 26, 911 
Private _ _. : 22, 140 5, 458 | 3, 835 12, 847 
FNMA. 28, 818 12, 665 2, 089 | 14, 064 
Total cost of units under contract - | $815, 336, 270 | $295, 151, 491 $94, 928, 940 | $425, 255, 839 
Average 16, 000 16, 286 16, 025 | 15, 802 
Mortgage proceeds- | 776, 471, 805 279, 228, 099 91, 844, 010 405, 399, 696 
Average 15, 237 | 15, 407 15, 504 15, 064 
Private 337, 566, 401 84, 826, 379 59, 443, 511 193, 296, 511 
FNMA 438, 905,404 | 194, 401,720 32, 400, 499 212, 103, 185 
Appropriated funds 38, 864,465 | 15, 923,392 | 3, 084, 930 19, 856, 148 
763 879 521 73s 


Average-.-- 


Includes 9,410 units for which development has been deferred (Army, 4,188; Navy, 3,242; Air Force, 


1,980). 
2 Includes 10,089 units in completed projects (Army, 5,738; Navy, 160; Air Force, 4,191). 
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[Attachment A] 

On page 60, delete lines 5 through 25 and on page 61 delete lines 1 through 6 
and insert in lieu thereof the following: 

“(e) (1) Condemnation proceedings instituted pursuant to this section shall 
be conducted in accordance with the provisions of the Act of August 1, 1888 
(25 Stat. 357; 40 U. 8S. C. 257), as amended, or any other applicable Federal 
statute. Before any such condemnation proceedings are instituted, an effort 
shall be made to acquire the property involved by hegotiation. In any such 
condemnation proceedings, and in the interests of expedition, the issue of just 
compensation shall be determined by a commission of three qualified, disinter- 
ested. persons to be appointed by the court, unless a trial by jury of the issue of 
just compensation is demanded by one of the parties and ordered by the court 
in accordance with rule 71A (h) of the Federal Rules of Civil Procedure. Any 
commission appointed hereunder shall give full consideration to all elements of 
value in accordance with existing law, and shall have the powers of a master 
provided in subdivision (c) of rule 53 of the Federal Rules of Civil Procedure 
and proceedings before it shall be governed by the provisions of paragraphs (1) 
and (2) of subdivision (d) of such rule. Its action and report shall be deter- 
mined by a majority and its findings and report shall have the effect, and be 
dealt with by the court in accordance with the practice prescribed in paragraph 
(2) of subdivision (e) of such rule. Trial of all issues, other than just compen- 
sation, shall be by the court. In any such proceedings, the Secretary of Defense 
or his designee may assume, or acquire subject to, any existing mortgage.” 

On page 62 delete lines 9 through 13 and substitute in-lieu thereof the 
following: 

“(b) The amendment made by this section shall be applicable to any condem- 
nation proceedings instituted pursuant to section 404 of the Housing Amendments 
of 1955 subsequent to the date of enactment of this Act.” 

Mr. Rains. Thank you, Mr. Arrington. I have a few questions to 
ask about 2 or 3 of the suggestions you have in the bill. First of all, 
you have just mentioned the 809 program for housing at research and 
development installations, which is a special bill, of course, affecting 
only a limited number of places in the country. I have only this to 
say: I don’t know what the slowdown is and I don’t know whether 
your Department has anything whatever to do with it or not, but 
there is a very serious situation developing over at Huntsville at Red- 
stone Arsenal. I don’t know what the trouble is, but I wish you 
would check on it. There is something wrong, it may be FHA, 
may be the local building, but I would ‘really like to have you chee I 
on that specifically and write me a letter as to what the situation 
really 1s down there, because rents are going absolutely out of sight 
and a great many people are turning down jobs at Redstone because 
they can’t pay those fantastic limits. 

Mr. Arrincton. We would be very happy, Mr. Chairman—— 

Mr. Rains. If you would check into that. I don’t know of any 
amendment the law needs, and I don’t know what the holdup is, but 
[ would appreciate it if you would inform me by letter about what 
the situation actually is down at Redstone and Huntsville. 

Mr. Arrtnoton. I see from my notes here that FNMA has issued 
advance purchase commitments on 533 units at Redstone for a little 
over $6 million. 

Mr. Rains. I don’t know who is to blame, but I would just like to 
know what. the deal is so that I could urge a little more help that is 
needed to keep the rents down or within reason, and also needed to 
get the employees over there that the arsenal needs. 

Mr. Arrincton. Yes, sir. 

Mr. Ratns. We have been disappointed, Mr. Arrington, the com- 
mittee has, and I think the Congress generally, about the slowness of 
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the Army and the Navy in acquiring these Wherry projects. We 
have been fairly well pleased with the activity of the Air Force, ac- 
cording to the figures we have. 

Now, getting “down to 2 or 3 sections, did you appear, or did the 
Defense ‘Department appear in the Senate against Senator Russell’s 
amendment in this bill? 

Mr. Arrrneton. Yes, sir. 

Mr. Rartns. Weren’t you able to convince the committee / 

Mr. Arrineton. No, sir. 

Mr. Rarns. Then this section 810, I think that is the amendment 
which Senator Monroney put in the Senate bill. 

You still voice the opposition of the Department of Defense, that 
you don’t think it is necessary ; is that right ? 

Mr. Arrinetron. That is right. In “other words, this appears to 
be a revival of a program similar to the old title 9. 

Mr. Rarys. Would you say title 9 worked or not ? 

Mr. Arrineron. I would say title 9 did, perhaps, some good, but 
there were a great many housing projects built under the title 9 pro- 
eram which were not ideally loc ‘ated, which were relatively expensive 
in rents compared to the facilities offered. 

Mr. Rarns. In other words, you don’t want—the Department of 
Defense doesn’t want any program that is related to or akin to in any 
way title 9 housing ? 

Mr. Arrtnetron. That is correct. 

Mr. Apponiz1o. Would you yield there, Mr. Rains ¢ 

Mr. Ratns. Mr. Addonizio. 

Mr. Apponizio. I think I understand this new section 810, put 
maybe Iam wrong. I would think that it certainly would make rental 
housing available to a great many more military personnel. Don’t 
you agree with that ? 

Mr. Arrineton. For military personnel, of course, we already have 
the section 803 program. 

Mr. Apponizio. I am talking specifically now about an area like 
Cape Canaveral, that we visited last year, and it was indicated to us, 
for example, that in that area there was a great need for rental hous- 
ing because we were told by people in the Department that a great 
many of the men who are stationed at that base have to live in very 
inadequate quarters throughout that area. I can’t see where the De- 
partment of Defense would oppose a measure that would bring about 
so much needed rental housing, and certainly take care of a need, as 
far as the Department of Defense is concerned, for the personnel under 
their jurisdiction. 

Mr. Arrtneron. Of course, for the Cape Canaveral-Patrick Air 
Force Base area, we have programed a thousand units under the 809 
program, the Sparkman program. 

I might say that I understand in Florida offbase rental housing is 
subject. to a certain amount of discrimination from a tax st: andpoint, 
which would mean the rents would be rather high. But basically the 
Department of Defense is extremely reluctant to guarantee the FHA 
insuring fund on offbase rental housing projects built for civilians, 
for the reasons that we have outlined: that it is very difficult to pre- 
dict continued occupancy, and we have no way of compelling it. 
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Mr. Apponizio. I would think the amount of people that were going 
a be living in an area like that, that would be working in and around 

Cape Canaveral, would be increased, rather than decreased, in view 
of the present world situation. 

Mr. Arrtncton. It would only be people on short tours of duty who 
would continue to live in rental housing. 

Mr. Apponizio. Wouldn't these be people with certain technical 
skill that you couldn’t just shift around the country, that would be 
needed right there ? 

Mr. ARRINGTON. I think any of them there on anything like a 
permanent basis would prefer to take advantage of the Florida Home- 
stead Act and buy their own home. 

Mr. Apponiz10. I know specifically, when we were in that area, of 
a motel that was constructed, and the day he opened his doors every 
room in that motel was rented for a whole year by personnel who were 
stationed in and around that area. Now, that certainly, to me, indi- 
cates a need for rental housing. 

Mr. Arrincron. To the extent, of course, that private industry can 
assist in meeting our housing needs in areas such as Patrick, we are 
very pleased, but we feel there is a limit on how far we should go into 
the housing operation in such area 

Mr. Apponizt1o. Thank you. 

Mr. Rarns. I see you express opposition to a section in the Senate 
bill having to do with all of the acquisition of Wherry. It doesn’t 
change the present act in any way, but merely adds to it. We are 
going to study that section very carefully. 

Mr. Mayer. Mr. Chairman, the Senate committee did obtain the 
views of the Department of Justice on this provision providing for new 
condemnation procedures, and the Department of Justice did express 
doubts as to the effectiveness of a statutory provision which would es- 
tablish replacement cost and fair depreciation as a measure of value 
and thereby imply that other measures of value were not to be con- 
sidered. Although this provision does not specifically state that the 
Commission would be confined to a consideration of these elements, 
nevertheless the Department of Justice felt that that implication 
might be drawn, and went on to cite numerous Supreme Court cases 
which held that the determination of just compensation is a question 
for the courts and cannot = prescribed by statute. 

Mr. Ratns. Of course, I don’t care about arguing the legal point. 
There are a number of cases, including the TV "A case, that led me to 
believe the contrary, and the language itself says full consideration 
for replacement. 

Mr. Appontzio. One more question for Mr. Arrington. I wonder 
if there has been any housing built under section 809 near Cape 
Canaveral. 

Mr. Arrincron. We have a thousand units programed for Cape 
Canaveral in 2 increments—no, there are 2,000 units, apparently, pro- 
gramed for Cape Canaveral. ' 

Mr. Apponiz1o. Are you talking about 803 or 809 now ? 

Mr. Arrinetron. 809; ores units. Now. certificates have been 
issued to individuals for 1,263 units of those. and I understand that 
construction is reel rather satisfactorily. There was a holdup 
due to mortgage financing shortage along about the end of last year, 
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but that apparently has been resolved and, of course, there are ample 
FNMA funds at the present time for this program. 

Mr. Apponiz1o. Thank you. 

Mr. Rarns. Thank you very much, gentlemen, for your testimony. 

Do you have any questions on military housing ¢ 

Mr. McDonoveu. I am sorry I didn’t hear your testimony, Mr. 
a: I have no questions. 

Mr. Rats. Thank you very much. 

Congressman Sisk, our colleague, is here. 

Come around, Mr. Sisk. We are delighted to have you. We are 
glad to have your testimony. 

Mr. Sisk. Thank you, Mr. Chairman. I will try to be just as briet 
as possible. I have ‘only a very short statement, and then with yout 
permission I would like to just briefly explain one further point here. 

Mr. Rats. Allright, you may proceed. 


STATEMENT OF HON. B. F. SISK, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Sisk. This has to do with a couple of more or less what you 
might call minor amendments that I have pending before the com 
mittee and which I understand might possibly be considered for a 
general housing bill. ‘The first-——— 

Mr. Rains. You have a bill introduced on it, as a matter of fact, 
don’t you? 

Mr. Sisk. Yes. 

Mr. Rarns. What is the number of that bill? 

Mr. Sisx. The first bill to which I refer is H. R. 10334, to make 
certain assistance by a State, municipality, or other public body, 
eligible as local grants in aid under section 110 (d) of the Housing 
Act of 1949. This is applicable only in a limited number of cases 
in which approved urban-renewal programs are completely stalled 
because of technical delays in making Federal capital grants avail- 
able. The bill has a favorable recommendation in the report from the 
Housing and Home Finance Administrator. The delay which ren- 
dered local contr ibutions ineligible arose solely through the quarterly 
limitation on the agency’s funds. This is what h: appened in one in- 
stance in my own district. 

The city of Mendota launched an urban-renewal project and made 
timely applic ations for Federal assistance. It offered a renewed 
school project to serve the local area as its element, which wasn’t an 
eligible and proper contribution. 

Under State law the city had to go ahead and award contracts for 
construction of the schools a few days before the Federal grant was 
made, I might say after actually having already been approved. 
Awarding of the contract made the school technic ally ineligible to 
qualify as a local contribution. This bill would restore eligibility 
in a few instances which were caught in this jam between January 
1957 and June of 1958, and it would alleviate unusual local h: ardships 
arising purely from technical Federal funding requirements. 

I might say, Mr. Chairman, I only know ‘of 2 or 3 instances of 
this. ne instance, as I say, is in my own district. One instance is 
in the State of Nevada, and, as I understand, this provision is in the 


Senate bill, I believe. 








HOUSING ACT OF 1958 653 


Mr. Rats. The provision that you want 

Mr. Sisk. The provision that I am asking for in this bill, this bill, 
H. R. 15334. 

Mr. Rarns. I haven’t had a chance to check it, but I heard that it 
wasn’t. 

Mr. Sisk. It may be that you are correct. The author in the other 
body was Senator Bible, and I have not discussed it with Senator 
Bible recently, but it was my understanding he informed me he 
thought it was going to put it into the bill. 

Mr. Rats. That is the urban-renewal one you are talking about? 

Mr. Sisk. Yes; the one in the urban-renewal problem, where due to 
quarterly obligation of funds, there was a technical problem. 

Mr. Rats. I think that is in there, but it was public housing that 
it is not in. 

Mr. Sisk. Yes, that is what I am moving to now, Mr. Chairman. 
This I 4g to expound briefly on in addition to what I have. The 
bill is H. R. 12091, which would amend the Housing Act of 1937, to 
permit a local housing agency to pay the cost of public services and 
facilities furnished by the local government to low-rent public hous- 
ing projects. This bill, though broader in its effect, would be limited 
in its application to those local housing authorities who entered into 
orporation agreements with cities prior to 1950. A newer form of 
igreement used since 1950 authorizes payment of the municipal 
service charges sought to be approved through this bill. In other 
words, this legisl: ation would cure an existing discrimination against 
those cities and local hous sing authorities which earlier embarked on 
low rent public housing projects. 

This bill has the approval and strong backing of such organiza- 
tions as the American Municipal Association, the National Associ- 
ation of Housing and Redevelopment officials, and many States and 
local associations. 

Your committee has heard testimony from some of them and your 
files will reveal many favorable comments by letter and resolution. 
I would also like to point out that this legislation is made necessary 
solely by reason of a recent legal ruling by the Public Housing Admin- 
stration, that the present law prohibits collections from tenants and 
payments to cities of service charges such as sewerage and trash col- 
lection fees. 

The Federal Government has heretofore permitted these collections 

hat the current interpretation, unless corrected by this bill, would 
be a reversal of prior Federal policy. 

I know you are all aware of the great difficulties being faced by our 
cities in providing needed municipal services. I think you will agree 
our ee lic housing should not escape service charges while other 

iouseholders are req. ured to pay higher amounts to make up for free 
service. And the thing I would like to comment on just br iefly, Mr. 
Chairman, as a reason why I rete ed this legislation: I would like 
to cite in my hometown of Fresno, Calif., under the old co- op agree- 
ment, which of course was prior to 1950, it was understood in 1954 
that it provided that the local housing author ity would pay assess- 
ments made by the city that were levied on all other residents of the 
city. So in 1954, the city of Fresno voted a sewer tax of 50 cents per 
month. The local housing authority, in conversations with the city, 
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agreed to collect the 50 cents per month from the tenants of the low- 
rent housing project, they received the approval of the Washington 
headquarters for those arrangements in 1954, and they proceeded to 
collect this 50 cents per month and to pay it to the city up until Janu- 
ary of this year. At that time, then, the Washington office ruled that 
they could no longer do that, and not only coul \ the *y no longer con- 
tinue to collect it and turn it over to the city, but they insisted that 
the city of Fresno repay to the Housing Authority all of the thousands 
of dollars that had been collected since 1954, and it has placed my 
local housing authority in almost a deplorable situation of being 
requested to ‘collect from the ¢ ‘ity thousands of dollars paid to them, 
not money actually that the Federal pre ‘rnment contributed, or that 
the Housing Authority contributed, but that local residents con- 
tributed, at 50 cents per month, and even if they take back from the 
city this money it is almost an impossible task of redistributing to the 

various tenants who have lived in this low-rent housing over a period 
of 4 years the 50 cents per month. 

Mr. McDonoven. How would your amendment adjust that ? 

Mr. Sisk. Well, my amendment would simply permit the collection 
of this money and, of course, as far as our local situation, it would be 
cured by simply authorizing what they have been doing for the past 
4 vears and it would make it possible in all other cities where the city 
had voted an assesment or a tax of any kind regarding fees such as 
sewerage tax, garbage collection, and so on, to be collected and paid 
to the city on the same basis as any other residents in the city. 

Mr. Ratns. What you are saying, then, is that you would like to 
see it amended? I can see the jam that your authority is in. You 
said, first, that since 1954 the contracts entered into by authorities 
wih the PHA allow the collection of service taxes such as this; is that 
righ ¢ 

Mr. Sisk. Mr. Chairman, if I could corret—since 1950, only your 
co-op agreements permit this procedure. 

Mr. Rarns. And it is only on those that were entered into prior to 
1950 now not permitted to collect this service tax / 

Mr. Sisk. That is exactly right, under the old original co-op agree- 
ments back in the forties, they ruled that the way the law was written, 
and as they interpreted it now, that they were not supposed to increase 
any municipal service or tax of this kind. 

Mr. Rarns. In other words, it amounts to an interpretation of a 
contract prior to 1950? 

Mr. Sisk. That is exactly right. 

Mr. Rarns. Congressman Mitchell is back there. I believe he has 
a similar problem. 

Come around, Mr. Mitchell, and let’s see what yours is. What you 
are trying to do is give to cities a right which is now allowed by con- 
tract, under new ones, to collect a service tax for garbage or sewerage, 
or whatever, at these particular public housing places; is that correct 

Mr. Sisk. That is correct, Mr. Chairman. If I may make this 
further statement: I originally had drawn a much narrower and more 
restrictive type of amendment app lying specifically to instances sim- 
ilar to my city, but because of interest, broad interest, across the 
country, I think in Cleveland and St. Louis, and down in San Ber- 
nardino, and a number of cities in California, some 15 or 20. I am 
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not sure that it is true in Los Angeles, but there are other cities in 

California. Because of this broad interest, then, and at the recom- 
mendation of the National Association of Housing and Redevelopment 
Officials, I have broadened it to the scope in which I now have it before 
the committee. 

Mr. Ratns. I noted the other day that the American National Con- 
ference of Mayors endorsed this proposal of yours. Now, your situ- 
ation in Cedartown, Ga., Mr. Mitchell, is what kind of a tax? 

Mr. Mircnens. Well, Mr. Chairman, I might say just very briefly 
that I would like to associate myself with the remarks of my colleague 
from California, and that the only distinction between the problem 
that I have in Cedartown, Ga., and his problem is that he is dealing 
with sewerage and I am dealing with garbage, and I doubt if you can 
differentiate too much between those two problems. 

Mr. Rarns. [t is the same problem. 

Mr. Mrrcueri. The identical problem. 

Mr. McDonoven. Don’t both of your amendments require that any 
municipal service, whether parking facilities, sewerage, fire, police, 
or anything else, should be in the same situation 4 

Mr. Stsk. I don’t so interpret it. It is my understanding that what 
it would cover would be those necessary utilities, and I think it is 
limited. I am sorry I don’t have a copy of the bill in front of me, 
1 should have— 

Mr. Ratns. It would have to be limited to that to say the least, 
wouldn’t it ? 

Mr. Sisk. That is right, and it has to be limited to specific services 
of this type that every other resident in the ¢ ity pays. There cannot 
be any special tax on the low-rent housing units. 

Mr. McDonoven. No, no, I understand that, but I mean if the other 
residents in the community were assessed a tax for additional fire or 
police protection or anything else, wouldn’t this apply in this instance? 

Mr. Sisk. I do not believe so. That is cert: ainly not my interpre- 
tation of it. 

Mr. McDonoven. Then I don’t understand your proposal, because 
you say that any other facility that any other resident of the com- 
munity has to pay that the Public Housing Authority should pay. 

Mr. Sisk. But not of a tax nature, I might say. It is of special 
utility service assessments. Such as you know in our city, we have 
the 50 cents per month sewer tax or sewer assessment. Some have a 
dollaramonth. I believe St. Louis hasa dollar a month. 

Mr. Rains. The distinction is this: That the other taxes which Mr. 
McDonough mentions were taken care of under the contract by pay- 
ments in lieu of taxes and does not take care of these service charges 
that go for payments in lieu of taxes. 

Mr. McDonoven. I understand. 

Mr. Rains. It sounded like a good deal. I think they ought to pay 
that. I don’t see how the city can continue to pay it because there 
is a great deal of garbage to ‘be collected in these big installations. 
It is odd, however, that it has never come up, for instance, in my 
city, and Mr. McDonough says never in his, on the contracts signed 
prior to 1950. I think there is a sewer tax in my hometown; I am 
not sure. 
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Mr. Sisk. I might ask the gentleman, has there been, let us say, since 
1950, has there been an additional sewer-tax assessment or a garbage- 
tax assessment ? 

Mr. Rarns. [think there has. It is new tome. 

Mr. McDonovuen. Any additional services that have been rendered 
to the people of Los Angeles since 1950 have become part of the regu- 
lar tax levy and it, therefore, becomes part of the tax bill. 

Now this is a special service that is collected according to the serv- 
ice per household. 

Mr. Stsx. That is correct. 

Mr. McDonoven. And not part of the tax bill. 

Mr. Sisk. That is correct. 

Mr. McDonoveu. Is it optional or mandatory? Can people say 
they don’t want this service or does everybody have to accept it? 

Mr. Sisk. Well, it is mandatory because, of course, the laws require 
the regular collection of garbage, for example, or in my case it is a 
sewer, they are attached to the sewer and so it a ‘comes a mandatory 
assessment. 

Mr. Apponizro. There is the question of the health of the people 
involved, too, isn’t there ? 

Mr. Sisk. Yes. 

Mr. ee However, the fact that it is a special servi~> 
charge instead of a tax charge, a tax charge is definitely mandatory, 
there is no question ae that, while here a fellow might go to court 
and say. I don’t want this service. 

Mr. Mircneri. I might say in my citv it is mandatory, also. 

Mr. Ratns. Well, I would Suggest that we review a Copy of Mr. 

isk’s bill. Was this particular problem presented in the Senate or 
only the urban renewal ? 

Mr. Sisk. Only urban renewal. This particular bill was not pre- 
sented in the Senate. I did not present it in the Senate because I, 
frankly, went ahead and introduced it. I wanted to la out the 
position of the housing people on it. I might say that the report is 
vigorously opposed to the enactment of this legislation. 1 am sure 
the staff is aware of that. I have written to them again because I 

think there are some very weak arguments used in their position on 
t] lis Mm: — and they have recently acknowledged and intend to give 
me a further explanation of their position, because they admit the 
squeeze that we are caught in oan right now the Housing Authority 
of the City of Fresno is continuing to take the 50 cents per month 
from the tenants and place it in escrow where there will be, of course, 
a pending 1: awsuit, ultimately as to what is going to happen, because 
the housing authority says on the one hand that you must give back 
this money for the last 4 years, which, as I say, runs into a good many 
thousands of dollars—I don’t recall how ms iny, but the city of Fresno 
says, on the other hand, we don’t propose to give it bac k. because we 
think we are on solid ground in this matter. 

Now, of course, I realize that I might have to come up with some 
sort of a private bill on that. This bill, of course, would solve that 
situation as well as take care of the general problem. 

Mr. Rarns. Well, Mr. Sisk, most people believe, I know I believe 
and I think most of our members do, that a fair share of taxes ought 
to be paid by the local public housing authorities and this idea-of 
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total exemption as to taxes, I don’t think is correct or fair. I appre- 
ciate you gentlemen coming before us and we will do our best on this. 

Mr. Sisk. Thank you, Mr. Chairman. 

Mr. Mrrcnett. Thank you very much, Mr. Chairman, and gentle- 
men. 

Mr. McDonover. As a matter of fact, Mr. Sisk, I think we both 
agree that the Federal Government has imposed a lot of authority on 
the State of California that they ought to pay taxes for. 

Mr. Sisk. I think we might agree on that. 

Mr. Rains. We have two more Congressmen here. Mr. O’Hara, 
are you inahurry? We havesome people from out of town. 


Mr. Ruoprs. I will be glad to defer to Mr. O’Hara, Mr. Chairman. 


STATEMENT OF HON. BARRATT O’HARA, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Rains. Very well. We are glad to have Mr. O'Hara, a former 
member of this committe, with us. It is a real pleasure having you 
with us. 

Mr. Apponizio. May I say the record ought to show that Mr. 
O’Hara is a former member of this subcommittee and has given us 
invaluable help in the past. 

Mr. Rarns. That is right, and will continue to do so in the future. 
We are glad to have you, Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman, and I am going to show 
my appreciation by not taking much of your time if I may be 
given permission to extend my remarks and put in a prepared state- 
ment. The proposed legislation that I am interested in will not come 
up at this session, but I do hope that the members of the committee 
will give it study in the months before we convene for the 86th Con- 
gress. It envisions a new approach to the problem of rehabilitation 
which is very serious with us in Chicago. 

Mr. Rarins. Mr. O’Hara’s full statement may be included in the 
record. 

(The statement referred to is as follows:) 

Mr. O’Hara. Mr. Chairman, on June 10 I introduced in the House 
of Representatives two bills to encourage and facilitate the rehabili- 
tation of existing housing units in the ‘United States. One of these 
measures provided a tax incentive and is within the jurisdiction of the 
Ways and Means Committee. The other bill, H. R. 12879, to establish 
a Housing Conservation and Rehabilitation Agency, has been re- 
ferred to this committee. It is designed to fill a vacuum in our housing 
programs—lack of useful credit for major conservation and rehabili- 
tation of homes. Regardless of the fate of the tax incentive bill, the 
enactment of H. R. 12879 would, of itself, stimulate a great deal of 
home improvement, prevent the development of slums, and assist us 
in raising the overall quality of housing in the United States. 

At the time of introduction of the two bills, I made a statement in 
explanation and support of them on the floor of the House. That 
statement is on pages 9680 to 9687 of the Congressional Record of 
June 10,1958. 

We have approximately one-half trillion doll: $500 billion—in- 
vested in existing housing in the United States. It is our largest in- 
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vestment, amounting to nearly three times the value of resources de- 
voted to agriculture, including land, machinery, livestock, buildings, 
and all other assets of farmers. It is several times the combined assets 
of all of our giant life-insurance companies and many times more than 
the assets of any of our huge industrial empires. 

In our Federal housing programs, we are putting a great deal of 
emphasis on the construction of new homes and, at the opposite end of 
the problem, on the demolition and replacement of slums. We are not 
giving anything approaching adequate emphasis to the maintenance of 
the existing one-half trillion dollars’ worth of dwellings in good 
condition. 

As I pointed out in my speech on the floor June 10, we have three 

yrograms which are of any importance in the conservation and reha- 

bilitation field. The most widely known is FHA title I, the small-loan 
program, which is extensively used for repairs and improvements cost- 
ing around $500 per home. The loan period is limited to 5 years on 
single- unit dwellings and 7 years on multiunit structures. Although 
there is an authori ity to loan up to $3,500 on a single-family home, these 
loans have been averaging around $500 because of the short-loan pe- 

riod and high interest. The « tharge for money borrowed is a discount 
of $5 per $100 borrowed up to $2,500 and $4 per $100 borrowed beyond 
that figure. The real cost of the money is in excess of 9 percent under 

the program. Major conservation and rehabilitation work on existing 
housing cannot be undertaken under any such program. The owner 
of rental housing could not possibly liquidate a major rehabilitation 
job in the short ‘period, and at the high money cost of this program, 
even if he could devote all his income to amortization. 

Urban renewal is the second program intended to bring about the 
rehabilitation of part of the housing in designated renewal areas. The 
oreliminary steps in the establishment, “pli inning, approval, and 
Seicee of an urban-renewal project are so tedious and time con- 
suming that many city officials are complaining that—at least in the 
early years—urban renewal promotes deterioration, rather than pre- 
venting it. Once an area is designated, the fate of every building with- 
in it is in doubt for months or years until a plan, showing precisely 
which houses are to be demolished and which are to be rehabilitated, 
has finally been adopted. During that period, conservation and reha- 
bilitation work stands still. Noone wants to invest in or advance credit 
for the repair and rehabilitation of houses which may be demolished. 
Once housing within the area has been designated for rehabilitation, it 
still remains for the owner to find private capital to do the work. He 
is assisted by Government insurance but is, nonetheless, dependent on 
private sources for the actual dollars. 

At best, after all the delays have finally been surmounted, urban re- 
newal will deal only with a small fraction of the rehabilitation needed. 
For example, in the city of Chicago, we have approximately 70 square 
miles designated as slum or conservation areas, but only 3 or 4 square 
miles are being dealt with under urban renewal. 

The third program in the field is section 221, the so-called relocation 
housing section. Loans can be made on single-family dwellings to 
an owner-occupant, from $9,000 at 100 percent of appraised vs alue, or 
to an operative builder for up to $7,650 or 85 percent of appraised 
value. The loans are for as much as 40 years. Maximum interest is 
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percent on single housing unit loans and 5 percent on multiple- 
unit loans. 

A great deal of interest has developed in section 221 as the result of 
this practical type of credit. Homeowners can_ rehabilitate their 
homes without making deep cuts in other cost-of-living budgets to meet 
the payments; owners of 2 creat deal of rental housing can rehabilitate 
their structures and amortize their loans out of reasonable increases in 
rental income, without seriously impairing the rental margins on 
which they must support themselves, 

In my statement on the House floor, there is an excerpt from a letter 
from a national housing leader to a civic leader in an eastern commu- 
nity recommending that section 221 insured financi ing be used “to raise 
to proper standards all substandard dwellings * * in the com- 
munity. He pointed out that relocation housing is intended for per- 
sons displaced by Government projects, but that builders can sell 
units to anyone if they are not purchased by a displaced family within 
60 days. There is evidence that some builders hope to make consider- 
able use of this loophole, if they can, to get the long-term, insured 
credit available through section 221 for rehabilitation of considerably 
more housing than required to meet the needs of displaced families in 
their communities. My bill, H. R. 12879, is intended to establish an 
agency which will make rehabilitation loans on a similar, long-term, 

-asonable-interest. basis, comparable to section 221. It establishes a 
eat Conservation and Rehabilitation Agency, with $250 million 
original capital obtained by sale of common stock issued to the Treas- 
ury, with the authority to sell any mortgages it acquires and renew 
its own loan funds, and to insure mortgages. If it is the desire of the 
Congress, provision limiting the amount of loans the agency can make 
or insure annually, similar to annual limitations put on the FHA, 
could be inserted. 

It is my opinion that this program will stimulate rehabilitation 
activity far beyond the work made possible by direct Government 
credit or insurance of loans. The FHA title I program, which 
amounts to personal loans for home improvements, was an unprece- 
dented new type of credit initiated by Government. When it was 
proved sound, it was widely copied by private institutions. Once the 
Government demonstrates the soundness of long-term rehabilitation 
credit, for major home conservation and rehabilitation work, I have 
no doubt that private financial institutions will copy the program. 
Such a program is sound, because it fits credit to the ability of indi- 
viduals and of rental property owners to repay rather than require 
the large, more burdensome payments under a short-term loan. 

This program will have many advantages aside from its contribu- 
tion to a solution to the housing problem. 

It will help to stimulate business for approximately one-half million 
smaller, private business concerns in housing supply and contracting 
fields. It will preserve established communities, the small-business 
establishments within those communities, the churches, the schools, and 
the social life, rather than disrupt all these things, as necessarily hap- 
pens when the bulldozers move in to clear slums. 

A. more complete exposition of this proposal is contained in my 
remarks on pages 9680 to 9687 of the Congressional Record of June 10, 
1958. I earnestly solicit your serious consideration of launching a 
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major housing conservation and rehabilitation program, and your 
careful reappraisal of the arguments which are persistently used 
against it. 

One of these arguments is that investment in rehabilitation is un 
safe unless there is an assurance that every house in a considerable 
area will be improved—that deterioration is contagious. The Back 
of-the- Yards movement in Chicago, and local rehabilitation projects 
in a score of other cities, have demonstrated that repair, improve 
ment, and restoration of homes are just as contagious as deterioration, 
and will be a lot more so when a practical type of credit is available 
to homeowners for such work. 

Another objection I have heard is that unplanned, unregulated 
rehabilitation will result in improvement of housing in conflict with 
city, county, State, or Federal projects. The relocation housing pro 
gram is equally subject to that charge, but it is not a valid objection. 
Every city building department can control and prevent impropet 
or undesirable work through building permits. They can refuse per- 
mits in conflict with planning, zoning, or any planned projects in the 
community. 

The argument that it ci be — to create a new, independent 
agency in the field has been raised against H. R. 12879. I would 
agree with that criticism if the e ated - Federal Housing Administra 
tion exhibited reasonable initiative or aggressiveness about its pro 
grams. But I have been told by a half dozen city officials from as 
many cities that, instead of providing experts to expedite urban 
renewal and the relocation housing projects, the FHA people sit back 
in their offices and make city officials come to them with proposal 
after proposal, revisions and redrafts, in an almost unending eifort 
to hit upon a formula that will finally get approval. 

Under the relocation housing program, loans for such work have 
been given priority to av: ailable funds. It has been suggested to n 
in order to expedite FHA action on such relocation housing peniaonion S, 
a similar prior ity should be given to the processing of relocation 
housing applications by FHA. I cite this suggestion as illustrative 
of the efforts in the field—out in the cities where the housing problem 
is acute—to find formulas or means of getting more expeditious action 
from the Federal agency. It is in such circumstances that | have pro 
posed an independent rehabilitation finance agency in the hope it 
would be administered with more initiative and aggressiveness than 
exhibited by FHA, which has been in the field so long it is apparently 
growing quite conservative. 

I do not regard every detail of the legislation I have proposed as 
perfect or untouchable. This committee c an, I am sure, greatly in 
prove the measure. There is need for reasonable, long-term credit 
with which to conserve and restore our existing half billion dollars’ 
worth of housing. Its availability will slow slum creation and im- 
prove the quality of housing. 

Because of the stimulus which extensive rehabilitation in housing 
could give to our economy, it is my hope that your committee will 
give the earliest possible consideration to the subject and to H. R. 
12879 

Mr. O'Hara. Now, may I say that it has been the highlight of many 
months being back in this familiar room in the company of my col- 
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leagues with whom I was so long associated and for. whom I have a 
deep affection. Thank you. 

Mr. Rains. We are very glad to have you. That is a brief state- 
ment, and I think you appreciate our circumstances. Thank you 
very much, Mr. O’Hara. 

At this point the statements of Congressman Teller, of New York, 
and Congresswoman Dwyer, of New Jersey, will be placed in the 
record. 


STATEMENT OF HON. LUDWIG TELLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Tevier. Mr. Chairman and members of the committee, I ap- 
preciate the opportunity you have given me to present my views con- 
cerning the Housing Act which you are now considering and to permit 
on behalf of my constituents consideration of their needs. 

First, let me say that, although I shall ask for some amendments 
and additions, I consider the act overall a good one and nothing that 
I am about to say should be construed as in any way opposing the 
basic cone epts embodied i in S. 4035 

If this committee, after hearing all the testimony and getting the 
facts, finds that it is feasible, I am sure that you will add to the 
number of public housing units to be authorized as recommended by 
the Honorable Robert F. Wagner, mayor of the city of New York, 
in his testimony on July 15. I should like to direct my particular 

attention to other phases of the act and to other bills being considered 
by you in conjunction therewith. 

On June 4, 1958, I introduced H. R. 12806 and H. R. 12807, which 
together were designed to afford increased assistance to owners and 
tenants displaced by urban renewal projects. H. R. 12806 would 
authorize reimbursement for indirect as well as direct expenses and 
losses: increase the amount for individuals or families to $500; in- 
crease the amount for those engaged in a trade or a business to $10,000; 
direct that as part of the expenses or losses tenants shall be entitled 
to include the amounts equal to the difference in cost for 1 year be- 
tween the old rental and the new rental to be paid in the replacement 
site; and, lastly, authorize payments to those engaged in a trade or 
a business for the reasonable market value of that trade or business 
if a suitable replacement site is not obtained within 1 year after being 
displaced unless a priority of opportunity is offered in the project 
itself. 

I urge the committee to adopt H. R. 12806 and substitute it in lieu 
“ portions of section 307 (a), page 29 of S. 4035, by deleting from 

4035 lines 11 through 7 on page 29 and lines 3 through 5 on 
pe ige 30. 

As I have indicated, several things would be accomplished by this 
nes mt, and I would like to analy ze them one by one. 

. Many damages and losses are very real and readily calculable 
even though they are not a direct result of either the project or moving 
hecause of the project. The present section of the act, however, says 
that reimbursement can be made only for “any actu: al direct losses of 
property * * * resulting from their displacement.” I feel certain 
that the Administrator of the Housing and Home Finance Agency 
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and all those engaged in the administration of the urban renewal 
program would have no diffic ulty in exercising discretion in deter- 
mining the amounts which should be allowable for indirect losses 
that 1 in all equity the project should reimburse. 

The increased ceiling is simple enough: The present ceiling of 
$100 3 in the case of an individual or a family or $2,500 in the case of 
a business is just not enough to reimburse for moving expenses in 
New York City. I am glad to see that S. 4035, under the impetus of 
changes recommended by many, including myself, over a period of 
time, has proposed that the amount reimbursable to individuals or 
families be increased to $200. I submit that this is still not enough. 
In the city of New York we have the fact that costs are higher and, 
secondly, that even a relocation within the city might involve great 
distance. 

While we recognize that there will not be many cases involving the 
$10,000 moving cost and that it may well be that the average will not 
exceed $2,500 for business concerns, I urge that provision be made to 
take care of all cases which should be compensated in equity and good 
conscience. 

An example of an indirect loss is the increased rental which a 
tenant must pay at a new location. However, even if we eliminate the 
requirement that only direct losses be reimbursable, I think we should 
assure the reimbursement for at least part of this increased cost. 

It has been my observation that in the displacement of persons for 
urban-renewal projects it is the tenant who gets hurt the most. The 
tenant usually has no interest in real estate for which he can be paid 
as part of the taking and he must absorb the losses, including the many 
intangible detr iments which are associated with a forced relocation. 

Last month the New York newspapers reported the first move from 
the Lincoln Square redevelopment area. The striking thing about this 
was that poor people being displaced from substandard housing—and 
certainly upgrading themselves in their quarters—were going to be 
required to pay increased rentals. One reported case was of a family 
paying $36.80 a month moving to a new apartment where they will pay 
$61.95 a month. To the he ad of that household the $25 a month 
increase in rental is very burdensome. Another tenant moving from 
one of the $36.80 per month apartments was moving to another house 
where she would pay $50 per month. I propose that the least we can 
do for these people is to allow them to include within the maximum 

$500 for moving expenses and losses an amount equal to the increase 
in rental for 1 vear. 

In the case of the one tenant we would help the family out to the 
extent of $300, and in the case of the other, assistance in the amount of 
$168 would be contributed. I submit that this is a small enough con- 
tribution for us to make but that to the displaced person it will be a 
tremendous help of immeasurable significance. 

4. My bill, H. R. 12806, finally proposed that those engaged in a 
trade or business and displaced from the project site shall be allowed 
to include in the $10,000 maximum reimbursable for their losses the 
fair and reasonable market value of that trade or business if it is 
destroyed. This is not unreasonable if you stop and ponder tiie diffi- 
culties which people, particularly those past middle age, would have 
in reestablishing a business in some distant place. 
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Here again I am glad to see that 5. 4035 has come with a proposed 
amendment to e xisting law to prov ide to the extent practicable a prior- 
ity of opportunity for displaced business concerns to purchase or lease 
commercial or industrial facilities provided in connection with the 
redevelopment project. I had recommended this course of action but 
only as a partial step in the direction of trying to reimburse those 
affected for their damages. 

As proposed in the bill which I urge you to accept, the market value 
of a trade or business could not be claimed unless the displaced concern 
had been unable after reasonable efforts within 1 year to obtain a 
suitable replacement site or if this priority of opportunity at the 
redevelopment project is allowed. 

While urging these amendments, I would like again to keep the 
record clear on my position concerning the piecemeal approach to 
the readjustme . of our payments by the Federal Government to those 
displaced by its various projects. I urge these amendments to the 
shaastion Act ak because no action has been taken on a bill I intro- 
duced on January 15, 1958, H. R. 9994, which has been referred to the 
Committee on Public Works, to provide for the creation of a com- 
mission to study the adequacy of compensation, generally, in land- 
acquisition cases. As a legislator and as an attorney, I feel strongly 
the need for uniformity and equality; however, as a representative of 
my district, I would be remiss if I did not urge the interim adoption 
of amendments to permit persons displaced by projects affecting them 
to receive reimbursement for all their losses, 

In this connection, I would also like to call your specific attention 
to section 604 of S. 4035, which would authorize a drastic departure 
from the general rules governing determination of just compensation 
for the benefit of a selected group of owners. While it is difficult 
for small-business men and $50-a-week tenants to await long-range 
studies, I do not think that the situation faced by the owners of so- 
called Wherry housing projects, whose cases can be reviewed by the 
courts in the usual manner, is such as to require a revision of the basic 
rules governing condemnation proceedings for this selected group. 

It may well be that just compensation in every case should be deter- 
mined by commissioners and not by either a jury or the court acting 
alone. It is also possible that the best procedure would be to have 
the commissioners appointed from special panels submitted by a Gov- 
ernment agency affected and by the owner of the property being 
art 3ut, in the absence of an overall study of the basic problems 
involved, I urge you to consider very carefully the advisability of 
ests ‘bliching any such procedure deine the course of consideration 
of the housing bill. 

Again, Mr. Chairman, I would like to thank you for giving me the 
opportunity to present my views and for incorporating them in the 
record for consideration of all the members in connection with the 
pending housing amendments. 


STATEMENT OF HON. FLORENCE P. DWYER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW JERSEY 


Mrs. Dwyer. Mr. Chairman, the omnibus Housing Act of 1958, 
which is now before your subcommittee, is a measure of great im- 
portance to many people. On the whole, I consider that it makes rea- 
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sonable progress in several key areas toward lifting the standards of 
housing for our citizens. The extremely signific ant urban-renewal 
program, the liberalization of provisions for relocating families, the 
long-needed program for elderly people, extension of the low-rent 
housing program, and the program for armed services housing are 
all of the utmost importance. 

The provisions in title 5 of this legislation, governing the future of 
the college housing program, are of special “significance, I believe. 
During the period in which this program has been in effect, it has 
been extremely useful to colleges in every part of the country. The 
impressive record of need, as reflected in the present rate of applic a- 
‘tions for loans, illustrates dramatically the present and potential im- 
pact of this program on meeting some, at least, of the problems fac- 
ing our Nation’s institutions of higher learning. This record continues 
to justify the confidence placed in the program by the Congress. 

I am especially interested in the new section 504 of title “IV of the 
Housin ‘Act of 1950 which is proposed to be added by the pending 
bill. This would authorize the Administrator to make loans to edu- 
cational institutions for the construction of new, or the rehabilitation 
of existing, classrooms, laboratories, and related facilities (including 
equipment, machinery, and utilities) necessary for the appropriate 
instruction of the students or the administration of the institutions. 

I believe very strongly that this new section represents an enlarge- 
men of the program ‘which has been badly needed and which will 
magnify the already great value of the program. 

By way of illustrating the need for this additional approach, I 
would cite the case of Union Junior College in Cranford, N. J., an 
educational] institution of great significance to the people of our area. 
Union Junior College is currently conducting a large-scale campaign 
for expansion of its physical plant which will, we ‘hope, enable it to 
broaden and enlarge its important service to our people. Inasmuch 
as the term “educational institutions” is defined in the bill to include 
those schools offering at least a 2- year program, accept: ible for full 
credit for baccalaure: ite degree, Union Junior College would clearly 
come within its provisions. As the committee knows, this section 
would make seals $250 million for this new type of loan. Such 
loans would bear the same interest rate as other college loans, cur- 
rently 3 percent, and would be made for terms not to exceed 50 years. 

All of us, Mr. Chairman, are intensely aware of the increasing 
challenge directed at the United States by the vast progress being 
made in higher education in other parts of the world, particularly 
in Soviet Russia. The challenge can be met only by renewed and 
persistent efforts to improve both the quality and the quantity of 
education at American colleges and universities. The American 
Council on Education has estimated that, during the next 10 years, 
the enrollment in our colleges and universities w ill be increased from 
about 3 million to 6 million. By 1968, an estimated $18 billion will 
be required to provide adequate facilities to take care of the increased 
enrollment. College officials throughout the country have indicated 
a strong and active desire on the part of their educat ional institutions 
to improve and enlarge their facilities and to meet the demands that 
are being placed upon the institutions by ever-increasing enrollments. 

In this period of rapid expansion, it is important that the highest 
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academic standards be maintained. Toward this end, the expansion 
and development of junior colleges has been playing, and will even 
more in the future play, a significant role. By easing the burden 
on 4-year colleges and by permitting a greater number of young 
people to test their intellectual competence at a 2-year institution, 
junior colleges fulfill an increasingly valuable function in American 
higher education. The wisdom of idivinn this college housing pro- 
gram and the new general educational aspect of it to include junior 
colleges is manifest ly clear. 

I urge the committee to approve this new general-education loan 
program. 

Mr. Ratns. Our next witnesses are friends and constituents of our 
esteemed colleague, Mr. Rhodes. Come around, John, and bring your 
people with you and introduce them. 

Mr. Ruopes. I will be glad to. I would like to introduce John 
Long, of Phoenix, Ariz., who is the president of the Cooperative 
Housing Builders of America; his attorney, Mr. Murphy, from Phoe- 
nix, Ariz.; and Mr. Share, from Detroit, and Mr. Stalford, from New 
York. They are interested in section 213 of the Housing Act. 

Mr. Rains. Will you gentlemen have a seat? We are delighted to 
have you here. I am glad we could find time for you to present your 
testimony. 

Mr. Ruopes. I want to thank you for doing so, Mr. Chairman. Mr. 
Long will make the statement for the group and then, of course, they 
will all be available for questioning. 

Mr. Rarns. We are very glad to have you. You may proceed, Mr. 
Long. 

Mr. Lone. Thank you. 


STATEMENT OF JOHN F. LONG, PRESIDENT, COOPERATIVE 
HOUSING BUILDERS OF AMERICA 


Mr. Lona. I am the president of the Cooperative Housing Builders 
of America, a nonprofit organization whose membership consists of 
the major cooperative housing builders in America. The membership 
of this specialized group has constructed in excess of $250 million of 
homes during the past 18 months. The aims and purposes of this 
organization are to: 

1. Develop better quality houses at less cost to the homeowner and 
still provide a reasonable profit for the builder. 

l'o more fully develop and expand modern housing in the United 
States. 

To endeavor to make possible the acquisition of homes for the 
large number of citizens now deprived of the opportunity to purchase 
homes. 

To provide better community living in all new housing develop- 
wa eA providing community and recreational facilities. 

. To assist in the urban renewal program by carefully planning fu- 
ture housing projects so as to prevent an increased growth of blighted 
areas. 

In an endeavor to achieve these goals, this organization submits the 
following recommended legislative proposals to the Subcommittee on 
Housing of the House Banking and Currency Committee with the sin- 

28431—58 
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cere hope that the Housing Act of 1954 will be amended in such a 
manner by the housing bill now under consideration by this com- 
mittee so as to permit the car rying out of this program. 

To effectively carry out this program, this association, with the 
practical and experience background of its members, feels that the 
adoption of the following eight major proposals are essential and that 
if these proposals are made effective by legislation and administra- 
tive rules and regulations of the Federal Housing Commissioner a 
new and dynamic era in home construction in America will be realized. 


FIRST PROPOSAL 


The first and essential element of the proposal of the program pro- 
posed herein is that authorization to build community and recreational 
facilities for individual co-ops, and groups of individual co-ops, should 
be extended on all types of the cooperative housing program under 
section 213 of the National Housing Act with provisions that the costs 
of said nape be i included in the mortgage. 

Section 105 (b) of S. 4035, passed by the Senate last week, provides 
for the inclusion of community facilities in sales-type and investor- 
sponsored projects. In the past such community facilities and com- 
mercial facilities were limited to management-type projects. 

We believe that community and recreational facilities should be 
available to all programs under section 213 of the National Housing 
Act and that in addition to the provisions in the Senate bill in this 
regard, an additional provision should be made so that several co-ops 

can join together in operating and maintaining a common or joint 
community facility . 

The proposal in the Senate bill, if expanded as suggested herein, 
would open an entirely new concept and era in the development of 
housing projects in America today. 

Communities all over America are being rapidly developed without 
any provisions for recreational areas because the builders cannot afford 
to donate such facilities and the municipalities involved are not finan- 
cially able to furnish them at the time they are needed. The result 
is that in most cases thickly populated and overbuilt subdivisions are 
being constructed. 

These areas, like their predecessors, can easily become eventually 
blighted areas which, to cure, will add to the already tremendous cost 
of the urban renewal program of the United States Government. 

Any legislation which will expand the development of community 
facilities will considerably lessen the burden on cities and towns in 
the matter of supplying adequate park and playground areas and will 
go a long way to prevent the increase of blighted areas in the future, 
thereby avoiding the necessity of the expenditure of large sums of 
money for urban renewal programs. 

The development of community and recreational facilities in neigh- 
borhood areas will considerably reduce juvenile delinquency in that 
it will provide recreational outlets under proper supervision for every 
child in the area served. 

An excellent example in this connection is the Maryvale Community 
in Phoenix, Ariz. A 15-acre park was donated by the builder to the 
county and, according to Captain Cappello, chief of the Maricopa 
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County juvenile division, within 7 months after completion of the 
park, the juvenile delinquency in the area was decreased by 50 percent. 
A recent survey conducted by the National Recreational Association 
in February of this year of communities of 10,000 people revealed that 
the juvenile crime rate has a direct ratio to the adequacy of parks and 
playgrounds in the various areas studied. : 

In this survey, using a 100 percent crime ratio for an area without 
any park facilities, the survey disclosed that where areas had 100 
percent adequacy in park and recreational facilities that the juvenile 
crime rate dropped to less than 24 percent. From a cost standpoint 
alone, this represents a tremendous savings in governmental expendi- 
tures in police supervision and operation of correction homes, not to 
mention the savings in reducing property destruction. 

The actual cost of these community and recreational facilities when 
amortized over 40 years represents a very small obligation to each 
member of a project. 

For example, a 200-unit project could be served by a 5-acre park 
with swimming pool at a cost to each individual member of approxi- 
mately $2.50 per month for retiring the indebtedness and maintaining 
the park. 

The cost per member of a project should even be less if several 
groups were to combine in supporting one common community park 
of an adequate size to fill the needs of the members. 

This type of program should be provided for the middle-income 
group in less expensive homes. It is for this reason that we propose 
that the Senate amendment to the Housing Act of 1954 be broadened 
to permit two or more separate co-ops to jointly operate a community 
facility for its members. This program should be applicable to and 
would be adaptable to both management and sales type projects under 
section 213. 

SECOND PROPOSAL 


Considering the additional burden on the members of each co-op 
in maintaining their own private community or recreational facil- 
ities as proposed above, and in order to encourage this type of develop- 
ment for the beneficial and desirable results which can be realized, 
as stated above, we believe that section 213 (b) (2) of the National 
Housing Act should be amended to permit the insurance of a mort- 
gage for the full amount which the Commissioner estimates will be 
the replacement cost of the property or project. 

We believe and urge that because of the tremendous potential of 
the 213 program with community facilities that no equity payments 
should be required from the buyer. We are convinced that it has 
always been the intent of Congress to encourage the development of 
houses under section 213. 

The Housing Act of 1954 does not require any equity payment under 
section 213 such as is required under section 203. Nevertheless, a 
3-percent equity payment by administrative regulation is required 
today on sales-type co-ops under the 213 program. 

We feel that the 213 program with community facilities should be 
more than ever encouraged by making it more attractive to the buyer 
than the 203 program. 
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The history of previous no-downpayment programs has proven 
extremely satisfactory. The VA program, as we know, has rein- 
stated its previous no-downpayment program, which has added a 
great stimulus to the home construction industry. 





THIRD PROPOSAL 


The statutory room count for determining maximum mortgage per- 
centages is a carryover from the old 608 program of the Federal Hous- 
ing Administration. We believe this method of determining valua- 
tion to be antiquated and unrealistic. 

Builders everywhere today are attempting to design and build 
houses based upon the room count to satisfy the FHA requirements 
rather than of designing and building houses which meet the modern 
day needs of the homeowner. 

We feel, notwihtstanding the proposed increases in room count, that 
the proper way of evaluating the modern day house under a 213 pro- 
gram should be on the basis of its replacement cost regardless of the 
number of rooms it contains as long as the design of the home effli- 
ciently and practically meets the needs of the homeowner. 

For example, under room count method now in effect, no allowance 
is made for a bath, not to mention any extra baths. As a result, we 
find builders everywhere having to omit the modern day requirement 
of a second or third bath. 


FOURTH PROPOSAL 


We have noted that S. 4035 has removed all requirements for veteran 
participation in determining maximum ratio of mortgage insurance to 
replacement costs. 

We do not feel that the development of projects as proposed to be 
developed under section 213 should in any way be handicapped by a 
requirement that a certain precentage of the members of such projects 
must be veterans. We believe that all need for assisting the veterans 
in housing has been removed by the adoption of the recent emergency 
housing legislation. 

FIFTH PROPOSAL 


Again, for the purpose of encouraging the construction of housing 
projects which provide adequate community and recreational facilities, 
we feel that the authorization for FNMA to make advance commit- 
ments for the purchase of these types of mortgages should be increased 
by not less than $300 million. 

The 213 program is today the third largest program under FHA. 
Many of the large 213 builders in America hoped at the time this 
Congress passed the Emergency Housing Act this year that all sections 
of title Il of the Federal Housing Act would be treated alike under 
the authorization given to FNMA. 

It developed, however, that FNMA did not feel they were author- 
ized to include section 213 mortgages under this authority. 

To effect what we think the intent of Congress was, we therefore 
feel that these additional funds should be appropriated to FNMA. 
Serious consideration should be given to the fact that making adequate 
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funds available at this time can prevent the future expenditure of 
millions of dollars in the urban renewal program. 


SIXTH PROPOSAT 


Under the present act the investor sponsored program has been con- 
siderably retarded by reason of restrictions placed on the sales price of 
such housing projects to the cooperative. We can see no justification 
for the placing ot any restrictions on the sale price of such projects to 
cooperatives. 

This is tantamount to price fixing. It is foreign to practically every 
other program of the Federal Housing Administration. 

We believe that this phase of the 21 3 section will be most important 
in the development of housing projects containing community fa- 
cilities but that it will become stymied if the restriction on sale prices 
is not removed. It should be noted that there are no restrictions on 
sale prices for management and sales types programs. 


SEVENTH PROPOSAL 


One of the biggest obstacles to the sales type program under section 
213 of the Federal Housing Act has been the requirement of the Com- 
missioner that 51 percent of the members of the co-op must be signed 
up and approved by the FHA prior to the time that the builder could 
start construction of the project. 

This rule has undoubtedly much merit as far as protecting the Fed- 
eral Housing Administration where the builder is using insured 
advances or in other words where the Commissioner initially endorses 
the note prior to the start of construction. 

However, in those cases where the builder does his own financing 
and no obligation is incurred by the FHA until the project has been 
completed in accordance with the plans and specifications as initially 
submitted by the builder and has been sold to a cooperative organiza- 
tion whose membe rship has been 100 percent approved by the Com- 
missioner, then and in such cases we feel strongly that no restrictions 
of any kind should be placed upon the builder as to when he can or 

cannot start construction of the project. 

Such restrictions have and can only continue to increase the cost to 
the home buyer. It is only the builder who is risking his dollars under 
insurance upon completion. The FHA assumes and has no obliga- 
tions or liability until such time as the builder has fully complied with 
all the terms and conditions of the commitment. 

Such a procedure would permit a builder to efficiently plan a con- 
struction program (at his own risk) and would result in the home 
buyer receiving a better quality home at far less cost. 

Duri Inge construe tion or before i Mnsurance a cooper: at ive organiz: ition 
would be formed and in cases of community facilities being permissible, 
the cooperative group would remain in existence permanently. 

It is also important, we feel, that under insured advances for the 
sales type program that the 100 percent presale regulation prior to 
start of construction which is now in effect, be modified to 90 percent, 
the same percentage as is required for insured advances under the man- 
agement type program. 
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We are unable to comprehend any justification for the different re- 
quirements now existing in the latter two programs. 


CONCLUSION 


Considerable time and thought has been devoted to studying and 
analyzing the 213 program by the members and officers of this asso- 
ciation. We believe that the proposals hereinabove set forth are 
sound, practical and workable. 

We sincerely invite the committee to give the most serious considera- 
tion to these proposals. 

We are grateful to the committee for the opportunity afforded 
to present our recommendations. 

Mr. Rarns. We are delighted to have your statement, Mr. Long. 

How many members do the Cooperative Housing Builders of 
America have, how many of them are there / 

Mr. Lona. There are 150 builders at this time. 

Mr. Rains. How many cooperatives under 213 have been built in 
your area out in Arizona / 

Mr. Lone. Well, I have built most of them, sir, about 4,500, 

Mr. Ratns. About 4,500. 

Mr. Lone. That I have built, and I would say there is probably 
another thousand or fifteen hundred that other builders have built in 
the past. 

Mr. Rarns. Well, we had some testimony from, I believe, Arizona 
where the General Accounting Office or somebody said there was an 
extra cost. 

Mr. Lone. That was in New Mexico. 

Mr. Rarns. We heard about that. 

This is a good statement and we could ask you a great many ques- 
tions, but for 2 weeks this committee has been grinding night and 
day and, speaking for the chairman, he is a little on the tired side. 

Unless Mr. McDonough has some questions, I am going to excuse 
the gentlemen. 

Do you have any questions ? 

Mr. McDonoven. Mr. Long, you referred to restrictions on sales 
here that you think are a burden and should be removed insofar as 
cooper ative housing is concerned, as ¢ ‘om pi red to other types of hous- 
ing. What restrictions are you referring to? 

Mr. Sratrorp. If I may answer that, Mr. McDonough, we 2p In 
terms of the required number of sales that must first take place before 
construction may proceed. 

There are two proposals under which a builder may proceed with 
construction. One is with insured construction advances, insured by 
the Federal Housing Administration, which require a 100 percent 
sales approved before construction commences. 

The other program is one in which the Federal Housing Adminis- 
tration takes absolutely no risk or insurance until construction is 
completed, at which time we feel that the 100 percent sales require- 
ment is applicable. But what we are speaking of is on the latter 
program where no insurance is provided by FHA during construc- 
tion: there is still the requirement that 51 percent of the units must be 
sold before he can put a shovel in the ground. 
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We felt if that requirement could be completed with the provision 
that 100 percent of sales take place by the completion of construction, 
it would materially speed up these projects. 

Mr. McDonovuen. Then, you also say that the percentage now re- 
quired, the percentage of the total number of occupants that must be 
veterans according to the present law should be eliminated ? 

Mr. Srarorp. Yes, sir. 

Mr. McDonoucu. Veterans have preference under housing. How 
are you going to adjust the difference there ? 

Mr. Sraurorp. Frankly, Mr. McDonough, we feel that the veterans’ 
financing requirements are adequately covered under the Servicemen’s 
Readjustment Act through the program administered by the Veterans’ 
Administration. 

Mr. McDonovucu. Are you speaking for cooperative housing ? 

Mr. Sraurorp. Yes. 

Mr. McDonovuenu. They are taken care of under cooperative housing 
for veterans. 

Mr. Sratrorp. I am sorry, sir, the special financing facilities have 
been made available under section 501 of the Servicemen’s Readjust- 
ment Act. 

Mr. McDonovuen. That is for individual housing, however ? 

Mr. Sratrorp. That is correct. 

Mr. McDonouacu. The cooperative housing program provides that 
a certain percentage of veterans have preference, and you think that 
should be removed ¢ 

Mr. Sratrorp. Yes, because the veterans are still given the oppor- 
tunity to purchase houses under the cooperative program, especially 
those benefits who may have previously used their benefits on the 
purchase of a previous home or through the use of a business loan, 
which may have used up their guarantee privileges. 

Mr. McDonoveu. Now, you are asking for FNMA takeout or 
authorization of $300 million. 

Mr. Sratrorp. Yes, sir. 

Mr. McDonovucu. What is the present authorization ? 

Mr. Sraurorp. The present authorization as allocated to builder 
sponsors has been previously exhausted. 

Mr. McDonovuacu. What did we allow in the previous bill? I don’t 
recall, 

Mr. Ratns. $50 million. 

Mr. McDonoucu. That was for 1 year? 

Mr. Statrorp. That was without time limit, sir. 

Mr. McDonoven. And that is now exhausted. How long since 
that has been exhausted ¢ 

Mr. Sratrorp. About 9 months ago, sir, it was completely ex- 
hausted., 

Mr. McDonovuegu. Since then how have you been financing the 
cooperatives ? 

Mr. Sratrorp. By selling these mortgages to the mutual-savings 
banks, life-insurance companies, and savings and loan associations. 
As a matter of fact, sir, a vast majority of the mortgages insured 
under the cooperative program have been purchased by private capi- 
tal, and we are looking for assistance under FNMA as a support, 
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rather than as a subsidy to carry forward the cooperative program. 

Mr. McDonoven. Are you asking for takeout on construction of 
FNMA? 

Mr. Sratrorp. Yes, sir. 

Mr. McDonoveu. In addition to selling mortgages to FNMA after 
construction ? 

Mr. Sratrorp. Sir, under the current secondary market operations 
of FNMA, 213 mortgages are eligible for delivery over the counter, 
as it is referred to, after the mor tgage has been created, but the prob- 
lem is getting lenders to agree to initiate that mortgage without the 
benefit ‘of au takeout and without the knowledge of what objections 
FNMA may find to that particular mortgage after it has been created. 

Mr. McDonoveu. Do you have any idea what the total number of 
cooperative units, what percentage of the total number of housing 
units built up to this time, this year, as compared to individual units, 
is; how do they compare in percentage ? 

Mr. Sratrorp. We have figures, sir, that have been prepared by 
Senator Sparkman and made a part of the Congressional Record 
which set forth the figures for the total under the 213 program since 
1950, to April of this year, of 47,400 units. We don’t have the figures 
for the number of units that have been approved to date this year. 
In other words, it is roughly an average of 6,000 units a year. 

Mr. McDonoveu. Just one other question. In the community fa- 
cilities and recreation facilities that you speak about, where would 
you draw the line on that; you could get into a lot of things there, 
parks, playgrounds, swimming pools, tennis courts, gymnasiums, a 
lot of things could be considered recreation under that title. Now, 
just where would you limit it ? 

Mr. Sratrorp. Mr. Long has prepared a drawing of a proposed 
community facility that we envision, if this community facilities 
were enacted. 

Mr. Lone. This includes 160-acre development. This is the homes 
on the outlying area 

Mr. McDonoven. How m: ny units would that be? 

Mr. Lone. About 400 units, with the park and recreational facility 
here in the center, which would ine Inde a swimming pool, barbecue 
pits, a community center building for various meetings, and so forth, 
possibly nurseries, and things like that, and all of the homes in the 
area would participate in the upkeep of this facility. 

Mr. McDonowen. No ball parks or tennis courts ? 

Mr. Lone. We would have that in our regional facilities. 

Mr. McDonoven. In other words, n providing those for a group 
of units, you want the cost of the “her and the facilities to be part 
of the mortgage? 

Mr. Lona. Yes, sir. 

Mr. McDonoven. That is all, Mr. Chairman. 

Mr. Rarns. Thank you, gentlemen, for appearing, and I am sorry 
that we couldn’t get to you yesterd: Ly. 

Mr. Lone. We understand. 

Mr. Ruopes. Thank you, Mr. Chairman, and thank you, Mr. 
McDonough. 
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I might say, Mr. Chairman, if I may, that Mr. Long developed 
Maryvale, and some of you may have read about it in magazines. It 
isa very famous community. 

Mr. Rats. W e had some testimony from Congressman Curtis, who 
was testifying in behalf of nursing ‘homes, and he made a reference 
to Maryv: ale in his testimony the other day. 

Mr. McDonovuau. Are you building any cooperative units for the 
elderly, not for sale, but for rent ? 

Mr. Lone. We have made plans; at the present we have not yet 
done that. 

Mr. McDonovucu. You are interested in that ? 

Mr. Lona. Yes. 

Mr. Ruopes. Mr. Long, now, actually gave enough land to the city 
of Phoenix, near Maryvale, so they could put a ‘olf course on it, 
so this community fae ilities idea is not new. 

Mr. Rarns. It is very interesting testimony and we want to thank 
all of you. The subcommittee will meet next Wednesday to start 
writing the bill. 

(Whereupon, at 3:25 p. m., the subcommittee adjourned, to re- 
convene Wednesday, July 23, 1958.) 





APPENDIX 


HOUSE OF REPRESENTATIVES, 
Washington, D.C., March 13, 1958. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, House of Repre- 
sentatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: I am writing to you at the urgent request of several 
reputable and sagacious builders in my district who are justifiably worried about 
conditions in the building industry in Fairfield County. 

It is evident that some relief must be given to the prospective purchasers of 
low-cost housing or further impetus will be given the Nation’s economic down- 
turn and the increasing unemployment situation. 

The information which I outline below was furnished by such leaders in the 
building trades as E. A. Lenhart, president of the MacDaren Construction Co., 
Inec., Fairfield, Conn., and Alfred Goldreyer, plumbing contractor of Bridgeport, 
Conn. 

I believe these views and the recommendations listed in the last paragraph 
bear serious consideration by your distinguished committee. 

When legislation concerning this problem is called before your committee, I 
would like to appear in behalf of the recommendations set forth in this letter. 

The minimum priced 3-bedroom house in the Bridgeport, Fairfield, Norwalk, 
Stamford area is $17,000. This minimum is slightly higher than in the Derby, 
Shelton, New Haven area because of the higher local prevailing wages and the 
more rigid zoning requirements in the larger industrial towns. As an example, 
the cheapest 3-bedroom house in the Fairfield area is $17,000. 

The present requirements of both the FHA and lending institutions are pro- 
hibitive to the point that the average local prospective home purchaser cannot 
qualify. For instance, in the case of a minimum 3-bedroom home selling for 
$17,000, the buyer with: 


1. Downpayment of $2,000 needs a net take home pay of $120 per week. 

2. Downpayment of $3,000 needs a net take home pay of $114 per week. 

3. Downpayment of $4,000 needs a net take home pay of $108.50 per week. 

4. Downpayment of $5,000 needs a net take home pay of $102.50 per week. 

It is evident that the above net income requirements indicate that the gross 


income would have to exceed $120 per week. This is far in excess of the average 
local income of $92 per week (as per Bureau of Statistics for the Connecticut 
State Department of Labor). 

All of the above is based on a 30-year FHA insured loan at 5% 
terest. 

Other stringent requirements by lending institutions using FHA insurance 
included in the above figures are: 

(a) A wife’s income is considered only if 
1. She has a doctor’s certificate of sterilization. 
2. She has a professional job such as a teacher, nurse, ete. 
3. She has worked in the same position for at least 5 years. 
In all these cases, only 25 percent of her income is considered. 
(b) A man’s income is considered only on the basis of a 40-hour week, 
all overtime, bonuses, commissions or expense accounts are excluded. 

In the past 6 months, there has been considerable publicity by the FHA rela- 
tive to their “relaxation” of requirements to make it easier for people to buy 
homes. Thus far none of these so-called relaxations have aided the low-cost 
home buyer. 

In the first place, it seems that these FHA reports are based on a nationwide 
average and does not apply to our local conditions. One of the items which was 
particularly stressed in this publicity was the lowering of downpayments. This 
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has served no purpose at all in the low-cost housing field simply because the 
lowering of the downpayment only increased the size of the mortgage which 
required a larger income. 


SUGGESTED POTENTIAL REMEDIES 


The only thing which will help the low-cost home buyer is some method which 
will reduce the monthly payments, namely— 

(a) Reduction in the interest rates on mortgage loans. 

(b) Longer term mortgages. 

(c) A change in the policy of both FHA and lending institutions as to 
the inclusion of the wife’s income, and also overtime pay, bonuses and 
commissions. 

Sincerely, 

ALBERT P. MORANO, 
Member of Congress. 


RautH FAarRMs, 
Delray Beach, Fla., June 80, 1958. 

DraR CONGRESSMAN ROGERS: I would like to have this letter presented to the 
House Banking and Currency Committee, at their hearing on July 14, 1958, in 
support of bill H. R. 11793. 

Being a farmer all my life, I feel there should be something done by the Fed- 
eral Government in regard to the housing of our migrant labor in the United 
States. There has been a move in recent years for improvement in the housing 
quarters for migrant farm laborers, which has justification and which should 
be done. 

Migrant farm labor is used in many States of the Union in production and 
harvesting of farm crops, especially vegetable and fruit crops. The people 
we employ here in Florida are United States citizens who move from one place 
to another as the season progresses. Some of them own their own homes which 
naturally are their headquarters. When away from home housing must be 
provided for them, so naturally this job falls upon the farmer who employs 
them. 

Entire counties are now adopting building codes which includes the rural 
areas and with health restrictions becoming a part of the building code. With 
these restrictions the farmer is confronted with enormous labor housing costs, 
besides the already mounting costs of equipment supplies and other cost in the 
production and harvesting of farm produce. 

I can see no way of eliminating migratory labor in our vegetable and fruit 
farming as it is impossible to keep a permanent crew the year round to meet 
the peak at harvesttime. 

The farmer has done an excellent job and is still doing a good job producing 
food at a low price, so that all in America may have plenty to eat. No other 
industry has the problem of providing housing for their employees. 

The answer to this farming problem is found in Congressman Roger's bill, 
H. R. 11798, so I am asking that this bill be approved by the Congress. 

Very truly yours, 
Louis F. RautH. 


STATE OF FLORIDA, 
OFFICE OF THE GOVERNOR, 
Tallahassee, July 11, 1958. 
Hon. Paur G. RoGeErs, 
Member of Conyress from Florida, 
House Office Building, Washington, D. C. 


DEAR PAUL: It is my understanding that your migrant labor housing bill, H. R. 
11793, is now before the Housing Subcommittee of the House Banking and Cur- 
rency Committee. 

I would appreciate it if you would have inserted into the committee records 
my support of this legislation, which also has the support of Mr. Emmett S. 
Roberts, chairman of the Florida Interagency Committee on Migrant Labor. 

Florida, of course, is especially concerned with the problems of migrant 
laborers, and I believe that the provisions of this bill regarding direct and 
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insured loans to farmers and farm associations at long-term, low interest rates 
for construction of migrant housing will prove to be most helpful. 
With warm personal regards, I am 
Sincerely, 
Roy, Governor. 


FLORIDA Strate BoarD oF HEALTH, 
Jacksonville, July 2, 1958. 
Re H. R. 11798. 
Hon. PAUL G. RoGeErs, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Rogers: We have learned that Mr. Baril is temporarily away from 
his oflice, therefore I am responding to your letter of June 17. It will not be 
possible for me to be present to testify personally, but I do wish to offer the 
following statement in support of your bill relating to housing for migrant 
laborers. 

As you know the Florida State Board of Health has had a long standing 
concern for the health and welfare of its migrant laborers. Though their prob- 
lems are numerous we are particularly impressed with the inadequacy of 
present housing. 

The general nature of the housing available to migrants was summarized at 
a meeting of our commmittee on housing by four of our health officers with 
substantial numbers of migrants in their counties. They agreed that only a 
small proportion of the migrants have acceptable housing available to them. 
Crowding is excessive, due in part to high rentals demanded. It was pointed 
out that if the insanitary shacks were declared unfit for human habitation, the 
displaced people would sleep in the open, on trucks, or elsewhere. They would 
merely move from the bad to worse. The major need, according to these county 
health officers, was not the negative action of prohibiting the use of the unsat- 
isfactory, but a positive approach of obtaining in some way safe, sanitary, and 
acceptable quarters for these workers who are so essential to the agricultural 
economy. 

During the winter we came to know intimately the housing conditions in the 
agricultural town of Immokalee. It has about 3,000 permanent residents but 
its population of seasonal migratory laborers is between 5,000 and 8,000. There 
are approximately 1,200 houses in the town and according to our survey only 
5 percent are in good condition, 10 percent are in fair condition, and about 85 per- 
cent could be best described as shacks. There are several labor camps but most of 
these are in a deplorable condition. There is no public water supply, no public 
sewage-disposal system, and no garbage collection. There were some septic 
tanks, a lot of privies, but many homes were without visible means of sewage 
disposal. In a cleanup of that part of the town in which the migrants lived, 
some 1,625 truckloads of garbage and trash were collected and removed. These 
are the living conditions to which many of the migrants are exposed; these are 
the conditions which must be corrected. 

\ special study of the health of migrants is under way in South Florida. 
The reports which come to my attention emphasize the harmful effects, particu- 
larly to mothers and children, of the existing poor housing available to 
migrants. 

Our fruit and vegetable growers are sensitive to this housing problem. On 
some farms and in exceptional communities acceptable housing is being pro- 
vided. The urgent need is for all farms and communities using migrant 
laborers to have available safe, sanitary, and suitable housing for them. We 
are enthusiastically in favor of your bill (H. R. 11793) to authorize loans for 
migrant labor housing to farmers and farm associations. With its help we are 
confident that the employers will improve rapidly the quality of housing avail- 
able to these employees. 

You are to be commended for taking the leadership in seeking to open the 
way to improvement of living facilities for the underprivileged workers. 

Very sincerely, 
WILson TIT’. SowpER, M. D.., 
State Health Officer. 
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STATEMENT OF STATE REPRESENTATIVE EMMETT S. Rosperts, or PALM BEACH 
County, FLA., CHAIRMAN OF FLORIDA’s INTERAGENCY COMMITTEE ON MIGRANT 
FARM LABOR, IN Support oF H. R. 11793 


For the information of the committee, I have been chairman since 1955 of the 
Governor’s committee on migrant farm labor studying the problems of agricul- 
tural migratory labor in the State of Florida. In addition, I have been closely 
associated with the migrant farm labor problem since 1940 in Palm Beach 
County, Fla., an area which has one of the largest concentrations of this labor in 
the country during the winter vegetable season. I have served in past years, 
not only as a camp manager of a housing project for this labor, but also as a 
member of various local groups and State committees working with the migrant 
labor. I am also Florida’s representative on the Council of State Governments’ 
committee. My observations, therefore, represent not only our State committee 
but other interested citizens and organizations. 

First, our State committee placed housing as the No. 1 problem in the migrant 
agricultural labor field in our State. Certainly there are many other problems, 
some of which coexist with housing; however, we have felt that improvements 
in housing conditions must come first. 

In our opinion, this improvement can be accomplished by (1) strengthening 
our sanitary and building codes and providing proper inspection to insure en- 
forcement of these laws and (2) a Federal-assistance program of making avail- 
able to farmers or farmer associations long-term insured loans for construction 
or improvement of migrant farm housing. The loans, of course, would require 
certain minimum standards in order to provide adequate, decent, and sanitary 
housing. 

It is our committee’s opinion that H. R. 11793, introduced by Congressman 
Paul Rogers, will materially assist in accomplishing the goal of improvement in 
the migrant housing problem. Due to certain conditions existing in the agri- 
cultural economy, many farmers find it impossible to obtain credit from private 
sources for this type construction. Even if they should be fortunate enough to 
obtain a loan, it is almost entirely of short-term duration, making repayment 
almost impossible if the farmer incurs 1 or 2 bad years. 

It is our hope that consideration can be given to H. R. 11798 to ease the 
necessity of a farmer’s having to practically declare himself a pauper in order 
to obtain a present Government loan. A farmer can obtain operating credit 
from various credit sources, which on the face of it makes it appear that he has 
assets that would enable him to secure a loan for capital expenditure. However, 
financing of crops and financing of permanent migrant housing cannot be 
compared. 

It is also felt that in some areas associations of farmers or State agencies, if 
made eligible, would find it more feasible and efficient to construct and operate 
larger housing camps than an individual farmer with a small labor require- 
ment, Larger camps could facilitate State regulations in the field of health and 
sanitation services. 

There is a considerable awakening throughout the country regarding the 
plight of the migrant worker, and the necessity of taking positive action on both 
the local and Federal approaches is apparent. 

We feel that H. R. 11793 is a positive step—financially sound and socially de- 
sirable. We, therefore, would appreciate having the record show the strong 
endorsement of H. R. 11793 by Florida’s Interagency Committee on Migrant 
Agricultural Labor. 

We wish to thank the subcommittee on Housing of the Committee on Banking 
and Currency, of the House of Representatives, for the opportunity to express 
our views on H. R. 11793. 


[Telegram ] 


NEW York, N. Y., July 14, 1958. 


Hon. ALBERT RAINS, 
Chairman, Banking and Currency Subcommittee, 
House of Representatives, Washington, D.C.: 
Appreciate your reading into records following re housing legislation under 
consideration in your committee. Citizens’ committee for children urges sup- 
port of provision which allows autonomy to local authority, which permit pur- 
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chase or extended occupancy by overincome families in public-housing units. 
Also urgently needed is long-term planning for urban renewal. 
CITIZENS COMMITTEE FOR CHILDREN OF New York Ciry, INC., 
Mrs. Davin M. Levy, President. 





MENLO ParK, Catir., July 1, 1958. 
Hon. J. ARTHUR YOUNGER, 
House Office Building, Washington, D. C. 


Dear Sir: In view of the current emphasis upon education which I feel confi- 
dent that you as well as ourselves regard as valid, we wish to call your attention 
to an amendment to the cooperative housing section of FHA which, in our judg- 
ment, would remove the barriers that prevent some students from acquiring an 
education. The amendment that we refer to would permit direct loans at 3 per- 
cent to certain nonprofit organizations providing housing for university students. 
Such an amendment would facilitate the extension of housing on a low-cost basis. 
For example, we are informed that cooperative housing at the University of 
Jalifornia costs much less than that in the regular university dormitories. 

Based upon 12 years of association with a small university during which time 
we intimately knew the problems of students, and subsequent conversations with 
students and parents, expenses are still a major consideration in deciding 
whether to send a young person to university. Some are not able to pass this 
barrier. 

Yours truly, 
ROBERT WESLEY BROWN. 
EMMA AMUNDSON Brown. 


SAN FRANCISCO, July 2, 1958. 
Congressman J. ARTHUR YOUNGER, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN YOUNGER: I am writing to you to urge that you support 
an amendment to the college housing program which would authorize direct 
Federal loans to certain nonprofit organizations providing housing for university 
students. 

When I attended the University of California, I lived in the University Stu- 
dents Cooperative Association, which would be one of the organizations covered 
by the proposed amendment. Without the low-cost housing provided by this 
association, I would not have been able to finish my education. 

I believe anything that can be done to aid the enactment of this provision 
would be in the best interest of the country. 

Very truly yours, 
HAeEtT, DoMINGUEZ, SPEISER & WILLIAMS, 
By LAWRENCE SPEISER, 


MENLO PARK, CAtIr., July 9, 1958. 
Hon. J. ARTHUR YOUNGER, 
House of Representatives, 
Washington, D.C. 

DEAR SiR: I respectfully request that you give full support to an amendment 
to the Housing Act of 1950, introduced as Senate bill 3855, extending the cov- 
erage of the college housing program to make cooperative, nonprofit, student 
housing associations eligible for low-interest-bearing loans. 

This legislation is of particular importance to us in California, since such 
a large number of students at the University of California at Berkeley are 
furnished board and lodging through the University Students Cooperative Asso- 
ciation. This organization, since its inception in 1933, has provided accom- 
modations for thousands of students who would have otherwise experienced 
extreme financial difficulty. Many would not have been able to attend the 
university. 

While a student, I was manager of the University Students Cooperative 
Association. Although it is 20 years since I graduated from the university, 
I have maintained interest in student housing problems and know that there is 
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a continuing need for low-cost, decent, safe, and sanitary accommodations for 
students at Berkeley and at other universities throughout the country. 

The cooperative association has proven its ability to provide such accommo- 
dations at just over one-half the cost in university dormitories. 

Your support of this amendment to the Housing Act will be much appreci- 
ated. 

Respectfully yours, 
WILLIAM BE. SPANGLFE, Jr. 


FreD R. Brunetti, INc., 
Bergenfield, N.J., July 2, 1958. 
SUBCOMMITTEE ON HOUSING, 
House of Representatives, Washington, D.C. 

GENTLEMEN: The following are some suggestions that I wish to have recom- 
mended to the members of the Subcommittee on Housing of the House of Repre- 
sentatives at the time this subcommittee holds its hearing with reference to the 
new housing bill : 

1. Eliminate the rent control on all 608 and 207. Allow the locality that desires 
rent control to have jurisdiction. 

2. Increase the 207 loans to become 100 percent of the certified costs. This will 
encourage builders to construct rental units, and eliminate the windfall problem. 

3. The interest rate on 207’s should be 5 percent, the same as 222’s and 213’s, in 
order to eliminate discounts (finder’s fee) demanded by lending institutions. 

4. We should drop the United States savings and loan proposal (FHA to insure 
top 20 percent of a 90-percent conventional loan) completely because it favors 
exclusively savings and loan institutions who, generally, do not handle the volume 
builder. In place of this proposal, suggest a 100-percent loan with a 60-percent 
guaranty with maximum of $7,500, the same as the present GI loan. This new 
legislation should be made available to all civilians, and should be administered 
by the FHA. This would stimulate building in a sufficient volume to have a 
definite effect on the present recession. With the FHA handling the program, 
the possibilities of runaway inflated prices is greatly controlled, due to their 
procedures and stabilized cost analysis. 

5. The GI loan should be discontinued in its entirety and the act allowed to die. 
The VA handling GI loans then could be disbanded, and the elimination of this 
agency would effect tremendous savings to the Government, especially when we 
have two agencies performing the same function. 

May I respectfully request that your committee seriously consider the above 
proposals, as I believe they are vital to the housing program of the Nation. 

Very truly yours, 
Frep R. Brunetti, President. 


Tue CAUSE OF HovsInc DESIGNED FOR SINGLE PERSONS OF ALL AGES 
Statement by Mrs. Jency Price Houser, National Legislative Representative 


Mr. Chairman and members of the Housing Subcommittee of the House 
Banking and Currency Committee, my name is Jency Price Houser, legislative 
representative for the cause of housing designed for permanent occupancy by 
mature single (unattached) persons—but, more especially, business, professional, 
and retired women. 

For over 10 years now I have represented single persons needing a way of 
obtaining their own housing. In 1950, I was instrumental in having added to 
the National Housing Act subsection (g) of section 213, reading as follows: 
“Nothing in this Act shall be construed to prevent the insurance of a mortgage 
under this section covering a housing project designed for occupancy by single 
persons, and dwelling units in such a project shall constitute family units within 
the meaning of this section.”” This was the first time, to our knowledge, that 
single individuals had been even recognized in the act. 

In 1955, I presented the first statement bringing this need to the attention 
of your committee, and have followed through each year since with a statement, 
all of them having been printed in the volumes of official hearings. Quotations 
from many parts of the country were printed therein. They were from governors, 
mayors, city-council members, housing officials, lawyers, ministers, labor leaders, 
teachers, writers, social workers, architects, government officials, organization 
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directors, Women’s club leaders, and accountants, as well as from employed and 
retired single individuals, including widows. What they said is as true now 
as then. 

Another series of such diversified, documented support, on a national basis, 
is a part of this statement, and I can assure you that it is but a brief selection, 
typical of what we have received during the last few months. 

Let me also give you some recent statistics, which I believe will help you to 
see why such a program would tend toward housing women in particular. In 
January 1958, the Reader’s Digest quoted an article which appeared in Harper’s 
magazine in October 1957, saying in part: “There are now about a million and 
a half more women than men in the United States, and the Census Bureau pre- 
dicts that by 1975 women will outnumber men by perhaps as many as 3,600,000. 
This growing surplus is likely to cause some interesting changes in American 
society—in our courting and marriage habits, family life, the job market, even 
politics. * * * at present there are 7,700,000 widows in the United States, a good 
proportion of them in their early 50’s and many in a precarious economic posi- 
tion.” The quotations from single Women in this statement will show what is 
meant by “precarious.” Based upon those figures, and upon information which 
has come to us over the years, we believe a conservative estimate of the im- 
mediate need of housing would be for 2 million single persons. (This would 
be the equivalent of almost 4,000 in each of our congressional districts. ) 

As a result of a special survey during the last few weeks, I have received 
further written evidence of the desperate need of a housing program for lone 
women, in nearly all of the United States. It is not only the constant creeping 
upward of rental requirements that these people are having to cope with; the 
quality of housing which many are forced to occupy is beneath the dignity of 
American women. They are priced out and designed out of the housing market. 
Single women do not often want to live out in the suburbs, but they cannot afford 
the luxury apartments and developments being built within the city. There are 
hundreds of thousands caught financially between the public housing programs 
set up for poor people and those set up for wealthy people. They are, for 
practical purposes, left out of our overall housing program in this country today, 
and are thereby forced to be ever on the move. One woman Government e:n- 
ployee living here in Washington, D. C., told me a few days ago that she moved 
13 times between 1941 and 1950, and is still trying to find a suitable place to live 
within her means. 

Some of the reasons given to me for this constant forced moving by single 
women are: 

(1) Creeping increases in rentals, about which they have no say, but have 
to pay or move. 

(2) Changes to undesirable management, about which they have no say, 
but have to endure or move. 

(3) Sale of property, about which they have no say, but have to move. 

(4) Cutting down on services, about which they have no say, but have to 
endure or move. 

(5) Retirement necessitating a cheaper place, or frequently the rent is 
raised specifically and they have to pay or move. 

Then there are problems of becoming misplaced or displaced persons, due to 
various expansion programs or highway and urban-renewal programs; these 
too create an even greater shortage of the bits and pieces of housing which often 
constitute the living quarters of single women. 

This complex and humiliating housing problem is not brought about usually 
through any fault or shortcoming of these people, except the fact that women do 
exist. This need for proper housing for them has been neglected and/or perhaps 
ignored for many, many years, and now with a quickened sense of the increasing 
presence of the elderly it is staring us in the face. 

It is my firm belief that if our retired people of today had been offered, even 
10 years ago, when we first began working on the problem, a workable and 
attractive housing program, some preventive mutual plan such as ours, much of 
our present crisis would not exist. 

In surveys among single persons I found that only about 32 percent of them 
pay 20 percent of their income or less for rent. The others indicated that they 
pay from 20 to 150 percent of their income for housing ; 30 percent indicated that 
they pay between 20 and 30 percent, over 22 percent indicated that they pay be- 
tween 30 and 40 percent, over 7 percent pay between 40 and 50 percent, and 8 
percent pay between 50 and 150 percent. There were more than twice as many 
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paying over 20 percent than paying 20 percent or less. It was interesting to note 
that while a large percentage of those paying from 40 percent and up are retired 
or in semiretirement, a number of employed single women are paying upwards of 
two-thirds of their income for housing, in places not designed for single-person 
occupancy, and against which they receive no financial interest in the property. 
While our long-range figures for the need of such housing have indicated that 
two-thirds of the single people are employed and one-third retired, this particular 
group came to 40 percent retired and 60 percent employed. We believe that the 
natural age trend for housing designed for single-person families should be one- 
third retired or elderly and two-thirds working persons. We recommend this as 
a national noninstitutional formula, for credit purposes, as well as for a natural 
and happy way of living. 

We firmly believe that housing designed for the single person is essential for 
housing designed for elderly citizens, and housing designed for elderly citizens 
should be tied into housing designed for single persons. Most women are single 
at least twice in life, and many of us more than twice. 

Allowing and encouraging single people (beginning with those not acceptable 
to the YWCA) to share in some attractive form of a mutual housing program 
will enable them to help pay off mortgages or other such obligations while 
younger and earning more. sy the time they reach retirement age, much of 
their major financial indebtedness will have been paid off and result in lower 
rentals at the time of retirement—when incomes are usually much lower. Also 
it would give more than one generation of workers a chance to help pay for the 
housing. This is just the opposite of what is happening to these people now, 
many of whom when they retire must either pay higher rentals or become pil- 
grims—to roam without a home. 

But to our knowledge, there had been no encouragement and there had been 
no planning to help take care of this national need, until my colleagues and I 
took a forward-looking and energetic interest a few years ago. With single 
people themselves, we have labored to develop the research and planning that 
has been done to date, including such things as the type of housing unit and 
site selection desired, and an acceptable, workable, and safe system from a 
financing standpoint, keeping always in mind the potential ability of these patri- 
otic, worthy citizens to pay for such housing on some mutually agreed upon 
plan. Many of them, however, may give up and drift into lonely charitable or 
semicharitable cases, if sufficient hope and proper help is not given in time. In 
the case of senior citizens, either their retirement income must be increased sub- 
stantially, or the cost of housing must come down. It is a question whether both 
are not necessary. 

Such housing as advocated here will build up the morale of these citizens, and 
will surely help to remove the fear that is likely the cause of much mental and 
physical illness. It stands to reason that when worries of obtaining proper 
housing (a permanent residence) vanish, these people can and will become good- 
will ambassadors, here and abroad, thus raising the American standard of 
living—in a very real sense. All they need is a chance. 

During the past years we have tried in every way that we know how to get 
financial leadership including in the form of a temporary revolving fund loan. 
You will remember my appeal for a $10 million direct national revolving fund 
loan, at a fair rate of interest, in each of my 4 previous statements to you. A 
$50 million direct national revolving fund loan for this purpose is more in line 
now, since a financial and industrial crisis does exist, and such a loan will har- 
ness and bring into the housing market a large untapped supply of money from 
single persons themselves. If such financial leadership by the Government can 
be permitted to come into being, it will enable single women to know that their 
savings will be reasonably safe, should they participate financially. 

This group of forgotten citizens, forgotten insofar as the housing field is con- 
cerned, should not be expected to advance any part of their small savings as 
equity, or other similar thing, until such financial leadership and some assurance 
of protection as I have described above is forthcoming. These women are 
already taking a beating, and have been for years. 

There has always been the tight-money policy, insofar as these single women 
are concerned, single women, of any age, having been erroneously considered or 
I might say labeled “poor credit risks’ without scarcely a second thought or 


consideration by some who were in a position to help. These women will be 
most conscientious in paying for their housing—if given a fair chance. 
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It seems to me that the Government should be eager to recognize such a pre- 
ventive program and assist its people by taking on temporary financial leader- 
ship, thereby helping to establish an incentive housing system for its mature 
single citizens. 

I sincerely hope that this statement will be helpful to you in your continued 
efforts to round out a well-balanced overall National Housing Act, one which will 
include preventive measures along the specific lines recommended. 


ALABAMA 


Based on the figures shown for the standard metropolitan area (Mobile 
County) in the 1950 Census of Housing combined with the figures from the 1950 
Census of Population, it is estimated that there are 2,400 single persons in this 
area who need housing, all of whom it is believed desire small apartments. “Since 
I am a single man, I would say personally that Mobile could use a number of 
small apartments. There would be no trouble in renting them.”—Robert W. Gay, 
industrial and research manager, Mobile Chamber of Commerce. 

There are an estimated 1,300 single persons in this community who need 
housing; 750 of these are single women, 500 are below 60 years of age. An 
estimated 50 percent of the 1,300 receive less than $2,000 per year, 25 percent 
receive between $2,000 and $3,500 per year and only 25 percent receive over 
$3,500.—Harold Harper, executive director, the Housing Authority of Birming- 
ham. 

“During my 17 years in the housing movement in this country, and having 
served it as president of the National Association of Housing and Redevelopment 
Officials, and having appeared before committees of both the House and Senate 
on housing legislation, I have had an opportunity to observe the work of Mrs. 
Jency Price Houser, the national legislative representative for housing of single 
persons, and know of the fine work that she is doing. * * * I can assure you that 
she is honest, forthright, and sincere in her efforts to secure decent, safe, and 
sanitary housing for single persons.”—Walter B. Mills, Jr., executive director, 
Greater Gadsden Housing Authority. 

There are an estimated 750 single persons in this area who need housing. Six 
hundred of these receive less income than $2,000 per year, 100 receive between 
$2,000 and $3,500 per year, and only 50 receive more than $3,500 per year. “El- 
derly persons need housing, especially couples from 50 years up.’”—J. McCall, 
executive director, the Tuscaloosa Housing Authority. 

“T personally appreciate your splendid efforts in behalf of this badly needed 
legislation to provide housing for unattached persons, and especially the elderly. 
I am very much in favor of this type legislation and I want to assure you of my 
complete support at the proper time.’—the Honorable George Huddleston, Jr., 
Member of Congress. 

CALIFORNIA 


“T concur with the comments of other mayors and city officials that there is a 
real need for suitable housing specifically designed to meet the needs of this 
group, particularly the aged. Your organization has done an excellent job in 
focusing the Nation’s attention on this problem, and we in Richmond want you 
to know that you have our wholehearted support.’—the Honorable W. A. Cannon, 
mayor of Richmond. 

“Thank you for your literature and letter telling of your great crusade for the 
single persons housing. We shall be pleased to hear further of your campaign 
for the housing of single persons. The problem has arisen here.”—J. Holmes 
Ford, Los Angeles. 

“With the exception of a few residence clubs and hotels, there are no accom- 
modations available specifically for single adults. The average standard dwell- 
ing unit available in San Francisco is a studio or one-bedroom which requires a 
rent in excess of the income ability of the average single person. The result is 
that these people find accommodations in marginal and substandard apartments 
or arrange to colease with another single person in a standard apartment as a 
necessary means of living.”—John W. Beard, executive director, housing author- 
ity, city and county of San Francisco. 

“T could name 25 women in this immediate area (part of the city) who would 
like to have small single studio apartments but they are available in such small 
numbers and all the new ones built in recent years have at least 1 bedroom, which 
we do not need and cannot afford to pay for and furnish. I know of 1 apartment 
building in El Segundo of single apartments and they rent for $100 per month. 
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Single women of average income of $4,000 or less cannot afford that much. 
That is the only single-apartment project I know of in this whole southwest 
area—where many single women are employed. Only high-salaried young engi- 
neers employed in research and development can afford them.”—Lena Woodall, 
Manhattan Beach. 

“Tam a single person in need of modestly priced housing. 

“The space now occupied by this apartment house will be taken by the Uni- 
versity of California, at any time (probably this summer) to be used for tennis 
courts, etc., for students. 

“The housing situation in Berkeley grows daily more serious due largely to 
the acquisition of land for future expansion of the university.’’—Mrs. Estelle T. 
Begley, Berkeley. 

“Having built my own house, contemporary and designed for 1 person, I be- 
came interested in the fact that speculative builders never build for the 1-person 
family even though, in an urban university community such as Berkeley and 
surrounding area, there is a substantial potential demand.”’—Margery Carpenter, 
builder, Berkeley. 

“Tam a single, employed woman who needs modestly priced housing. 

“Tam a secretary at the city hall and I know there are many single and retired 
persons who would like to have single-occupancy housing constructed on Bunker 
Hill. 

“Keep up the good work.”—Mrs. Mary B. Davis, Los Angeles. 

“T personally feel you are performing a splendid service.”—The Honorable 
Donald L. Jackson, Member of Congress. 


COLORADO 


“In the city of Denver are more than 14,000 elderly old-age pensioners alone. 
There is little standard private housing that they can afford. There is a great 
need for special housing for the aged.’—Walter A. Gail, Denver. 


CONNECTICUT 


“T am much interested in the problem presented in the literature you sent me 
and am heartily in favor of any steps taken by Congress to meet the needs of 
single women in the matter of housing.’—Justine de P. Adams, Hartford. 


THE DISTRICT OF COLUMBIA 


From single persons themselves 

“It seems that in a city where there are so many single or unattached persons 
dependent on one source of income, very little consideration is given to construc 
tion of moderately priced apartments. 

“Most of us would be happy with a residence which would be reasonably simple 
to keep clean and attractive.”—Evelyn I. Boettger. 

“One-bedroom apartments for a rental of $75 per month, including utilities, is 
best many, many single girls and unattached women, working for the Govern- 
ment, can afford. Now hundreds have to double or triple up to meet expenses. 
This is detrimental to their health and well-being.’—E. Cavanaugh. 

“* * * as I approach retirement, I deeply feel the need of a modest apart- 
ment with adequate closet space which I have never had and a kitchen in which 
to prepare my meals each day—as well as for occasional guests.”—HEdna 
Compton. 

“T have occupied my apartment since 1941 and not once within these 17 years 
have it been redecorated by the owner, although the rent has been increased $18 
a month during that time. 

“From the time I came to Washington I have had high hopes that someone 
would realize the possibilities of the southwest part of the city as a housing area 
for Government employees because of the accessibility to Government buildings 
and the shopping district, in addition to affording a beautiful view in all direc- 
tions. Now that the redevelopment project is actually underway, I am bitterly 
disappointed to see and read in the newspapers the pictures and plans of houses 
and apartment buildings with rents entirely too high for the average Govern- 
ment employee. 

“Why can’t we have a reasonably priced housing project for Government 
employees? Large corporations provide it for their employees. Why not the 
Government? There are so many single people in the District of Columbia. 
Aren’t they entitled to some home life?’”—Rose I. Stalee. 
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“I am writing to encourage you in your wonderful work. From my personal 
experience, I can assure you it will be increasingly difficult for women (espe- 
cially those getting along toward social security) to find homes. 

“T hope you will have all the success in the world.”—Marguerite Sullivan. 

“In the apartment in which I presently live, there is no assurance that rent 
will not go up, and the rent will then be too high when I retire. 

“T live in a third-floor walk-up, no incinerator or garbage disposal. The apart- 
ment is in a court and is rather dark at night.”—Lucile Sutherland. 

“Ever since I came to Washington, D. C., in 1941, I have experienced housing 
problems, having moved 13 times between 1941 and 1950. I am still not satisfied 
with living conditions. It is like living on 42d Street and Broadway. I am 
awakened at all hours of the night from the noises and shouts of people coming 
and going, the whirring of buses and slamming of doors. Then there is the race 
through the corridors, with all sorts of noises and banging. When we complain, 
we are told ‘this is a public hotel.’ I understand that the Government originally 
built this hotel for Government girls. The rents have been raised to twice what 
they were in the beginning—and now more. When a woman retires, she is asked 
to pay $1.50 more rent per day. So I know there is no security for me here. 

“Those of us who are forced to ‘eat out’ because of lack of kitchen facilities, 
have all this to face, on top of the added high cost for food. 

“We are tired of ‘eating out,’ camping out,’ and living in ‘cell blocks’ without 
baths and paying a high price, even for this. On occasions, I have been transferred 
out, as a Government employee, to Detroit, Mich., and Warren, Ohio, where the 
same intolerable living conditions for single women prevailed.”—Emma BE. Kran. 

“IT am a nurse, now in semiretirement, and am in need of modestly priced 
housing facilities. 

“T pay, on an average, one-half of my income for housing, and must live in an 
old building since rentals in new buildings are entirely too high for small incomes, 
such as I have. 

“Such housing is needed now more than ever before.”—Mrs. Leanore A. Myers. 

“IT am renting a lovely apartment and like it, but it does not mean security. If 
I were not working and earning extra income now, I could not afford it on a small 
retirement income, and I cannot expect employment in present work to last indefi- 
nitely.”—Ethel McMillan. 

“In my entire working life have never had proper housing and would support 
any movement working toward housing designed for single people.’”—Olga 
Redman. 

“Tam a single woman, soon to be retired, in need of housing, and I have friends 
and relatives who also need it. 

“In addition to the high costs of housing, there is the problem of women being 
alone. If a woman can have friends in her own community (project) it isn’t 
necessary to take a taxi to go places in the evenings to see friends. It isn’t safe 
for a woman to be on the streets alone any more in Washington.’—Grace Roskelly. 

“T understand we will get an increase in rent notice momentarily. If so, I 
will have to move out, since I already pay 35 percent of my income for housing. 

“Nothing is more needed in this city than a nice, modern apartment house, with 
all modern conveniences, close downtown near the places of entertainment, for 
us ‘senior citizens.’ ’’—Mrs. Eva Ruff. 

“Housing is desperately needed for single people and I sincerely believe that 
your movement will be recognized eventually by the Nation. The integrity of 
the leaders of this movement is above reproach. It will be through the sound 
business methods employed by them that our mission will be accomplished.”— 
Mary Ann Lewis. 

“It is almost impossible for middle-income single persons to find satisfactory 
rooms in pleasant surroundings. It’s high time something was done about 
it.’—Mabel G. Hamilton. 

“T think any movement providing better housing for single people would be a 
great advantage—and as carefully as this one has been thought out I believe 
it will prove to be of lasting benefit, not only to the beneficiaries themselves, 
but to all humanity, for it should go a long way toward solving an ever-increas- 
ing national problem.”—Mrs. Ethel L. Sineath. 

“To me this movement is a dream fulfilled! Early in my Washington years, 
I yearned for a place—a right place—where I could put my head down at night 
in warmth and security. I searched for such a place—to no avail. 

“IT commend the organizers for their foresight, vision, intelligent planning, 
years of research, and their desire to help those of us who have been tossed to 
and fro in search of adequate housing at a price within our means. You have 
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my grateful support in your stick-to-itiveness—and because of your faithful- 
ness to your ideal.’”—Marie Shayeb. 

“I believe with all my heart that there exists a great need for a housing 
movement such as this, and it is my real desire to support it to my full capac- 
ity.”—Mary Price. 

“IT consider it a much needed movement. Single persons have a great need 
for a home of their own, as others; one which they can afford. They seem to 
have been forgotten in the scheme of things and as a rule, live sort of make- 
shift lives in roominghouses or hotels, because homes or apartments are out of 
reach of their financial abilities.”—Alice Olenin. 

“* * * T have moved often and frequently to meet the demands of any par- 
ticular period or to get away from an undesirable condition, but now am ‘putting 
up with’ what I have until I retire.”—-Dorothy Darmody. 

“Since I do not have cooking privileges, I am interested in an apartment, be- 
cause the prices and taxes on food are exorbitant—and, food is a necessity.’’— 
Mildred A. Garrett. 

“T pay far too much for housing and badly need a place in which to live which 
is more reasonable and yet where I would not be embarrassed to bring my 
friends.” —Gertrude Greene. 

“In this period when rents are being raised while incomes remain static for 
many of us, a human being who wishes to meet his obligations with his limited 
income undergoes a severe nervous strain. This applies particularly to retired 
people. Added to this is the increased cost of food which is such a necessary 
item of expense that one has no way of cutting down without injury to his 
health.”—Dr. E. S. Hellweg, retired psychiatrist. 

“For years I spent over one-third of my salary for a fair place in which to 
live. 

“Washington single women put up with anything to get a little ‘three by four’ 
somewhere.”—Lottie Johnson. 

“T occupy an apartment. The floors are in poor condition. Varnish was put 
on dirty floors before I moved in more than 11 years ago. Nothing has been 
done to them since. Now, boards are splintering in places receiving most wear. 
Bathroom walls are badly cracked and soiled. They were washed down once 
in 11 years, but not painted. 

“T have searched, but have found no better accommodations, at a reasonable 
price.”—Flo Lewellen. 

“Maybe in time there could be a cooperative apartment building erected for 
medium-income single people whereby they could pay for apartment like rent. 
Especially for those of us in moderate circumstances of grade 3, 4, and 5 Gov- 
ernment clerks, or those who are reaching retirement age and will not have 
any other means of support—or housing.’’—Emily C. Lloyd. 


Others in the District of Columbia 


“IT am interested in seeing that a long-neglected aspect of the housing field 
is no longer overlooked, and that this glaring lack is promptly and adequately 
filled.”"—Dr. Harald A. Rahder, Smithsonian Institution. 

“It is my belief, having seen in my work so many people alone, so many older 
people living alone in rooms or small apartments, that housing for them is very 
important. This is both from an economic angle and from a health standpoint. 
These people, when ill, cannot even get the necessities.”’—Dr. Paul N. Taylor, 
M. D. 

“TI hope your continuing efforts for ‘The Cause of Housing for Single People 
of All Ages’ will bear increasing fruit. 

“Particularly in the field of suitable housing for the elderly, there is a grow- 
ing problem in Washington, as elsewhere, especially in the low and moderate 
cost range. Increased attention to this problem and added incentives to meet 
the need merit strong support.”—Lt. Col. Robert E. Mathe, Corps of Engineers, 
U.S. A. 

“One of the many unsolved housing problems is our need for suitable homes 
for single people—particularly the aged. I do not pretend to know the answer 
but we do need people like yourself to keep this need before our legislators. 
Good luck.”—William Cary, Health Commissioner. 

“IT am very much interested in your general program and know of your in- 
terest in having suitable provision made for housing for single women in our 
southwest redevelopment program.’—T. A. Lane, Brigadier General, U. S. 
Army Engineer Commission. 
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FLORIDA 


“I think it is one of the best things our Government can do to aid single 
people. I know it is a need in our section of the Nation.’—Lala Pearl Clower, 
Chattahooche. 

“What can I do to help bring it (the cause) to the attention of the proper 
persons here? It most certainly is needed.”’—Lillian Hawke, Miami. 

“Governor Collins has taken up with me the matter contained in your letter 
to him of April 10. We are cognizant of the need for extending the national 
housing programs to include several classes of persons who present unique and 
very urgent requirements. Persons living alone, particularly the elderly, have 
housing needs that do not seem to be met successfully by the usual programs 
of Federal mortgage insurance, or public housing. The objective should be to 
encourage the building of dwelling structures that will fit the needs of such 
people relative to size, convenience, financial abilities, and necessary services. 
The need will become more acute with the passing of time because of the 
increase in the proportion of one-person families in our total population. 

“Please be assured that this worthy objective has our sympathetic under- 
standing and will have such support as we can give it.”—J. E. Baril, Chairman 
of Interagency Action Committee on Substandard Housing. 

“T have consistently supported FHA financing of housing for senior citizens, 
know the need for it in Florida, and I wish you success in this worthy pro- 
gram.”—The Honorable William C. Cramer, Member of Congress. 

“T am a single retired woman in need of modestly priced housing. I board 
and room at a hotel. 

“If desirable housing facilities for group living of single persons were avail- 
able there, I should be very much interested in living in Detroit. Best wishes 
for success in this project.”—Mabel Fitz, Ormond Beach. 

“Tam a single, retired woman who needs modestly priced housing. I pay 50 
percent of my income for housing. 

“Housing for single persons and couples, who have retired, is a must. We 
are hard hit by present living costs.”—Mrs. Addie Spofford Hess, Bartow. 

“T am a single retired woman in need of modestly priced housing. 

“T like to call Washington, D. C., my home, but it is almost impossible to find 
an apartment within my retirement annuity, so am temporarily located at 
address below.’’—Mrs. Edith T. Parker, Lake Alfred. 

“It is a tiresome job trying to find a suitable place to live in. I’d rather do 
anything.”’—Mary J. Bernhardt, St. Petersburg. 


GEORGIA 


“TI think your Newsletter No. 8 and its accompanying enclosures are super, 
and wish I could conscientiously believe that such housing will be available 
within my lifetime. It would be nice. More power to you and your affili- 
ates.’"—Mabel Kerr, Atlanta. 

“There are an estimated 2,000 single persons in this area who need hous- 
ing; 1,000 of these receive less income than $2,000 per year, 500 receive be- 
tween $2,000 and $3,500, and 500 receive over $3,500 per year.’’-—Sydney Carter, 
A. I. P., planning consultant, Augusta. 

“J ama single woman in need of housing. 

“T am very much interested in moderately priced housing for unattached 
persons, and I have no living relatives.”—Mrs. Mary M. Long, Atlanta. 

“We, as business men and women, cannot think of a better way to alleviate 
a recession than for immediate action by Congress for a housing program to 
be enacted. This would put thousands of people back to work—those con- 
nected with material and equipment concerns, the contractors, engineers, archi- 
tects, and labor. Jt would at the same time help to meet this growing need 
for more proper housing for our ‘mothers and fathers’ who made our Na- 
tion strong. It will provide proper homes for our single men and women who 
have left their homes to go to distant cities to find employment.”—Hodge Havis, 
executive secretary, “My Family” Inec., Decatur. 

“The work here is at a standstill as far as housing is concerned, but 
some in the chamber of commerce are still interested in getting something 
started some day. 
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“Has a bill been introduced to help single people? I know they changed 
the public housing law so that people over 60 who are single could be ad- 
mitted to projects, but I wish that younger people could be.”’—Ann Adele 
Clark, Swainsboro. 





ILLINOIS 


“* * * one of the most discouraging aspects of the whole problem of hous- 
ing single persons, and especially the aged, is the lack of knowledge and 
the lack of sensible plans which can be used to guide those of us who are 
inclined to do something in this matter. I am especially concerned over the 
possible means of financing such facilities. I do not see any reasonable means 
at the present time of using any aspects of the FHA authorizations. I feel 
that despite the good credit standing of aged people that the resources avail- 
able to them are at best limited for the kind of concept we now have of 
financing dwelling units. The only thing that could solve such a problem would 
be a wholly new concept of financing and it is this that I am looking for 
rather than a means of working out co-ops, or some other such thing.” 
Stephen M. Harris, executive director, the Housing Authority, East St. Louis. 

“We have read your testimony before the Senate committee with interest 
and wish you success in advancing the cause of single-person housing. The 
interest of the Federal Housing Administration in promoting cooperatives 
would seem to ripen the time for getting the necessary amendments to sec- 
tion 213 to fit your operation.”—Mrs. Marion Massen, director of informa- 
tion, National Association of Housing & Revelopment Officials, Chicago. 

“T am a single woman in need of housing and am now living in an apartment 
for which I pay 24 percent of my income. 

“The landlords have not decorated in most of the apartments for about 10 
years. If someone moves out, they will do some redecoration to entice a new 
renter. 

“T have relatives and other friends who also need such housing.’’—Beatrice 
Bonine, Maywood. 

“Your efforts to enable single people—particularly older people—to obtain 
good housing at costs they can afford is indeed commendable. This is a type 
of housing that has been in general neglected but the need for which grows ever 
greater as the percentage of our population in the upper age groups increases. 
Especially to the extent that true cooperative ownership is the means used to 
obtain the housing, the values will be great.’”—The Honorable Jerry Voorhis, 
executive director, the Cooperative League of the U. 8S. A., Chicago. 


INDIANA 


* * * “Tam sympathetic with the cause for which you fight. There is a great 
need for housing which can financially and physically fit the needs of these 
people who are unattached and live by themselves. 

“IT sincerely wish you every success in your effort to find a solution to this 
problem.”—The Honorable Harold W. Handley, Governor. 

“* * * the end of a working day can be a pretty sad time for a fairly large 
share of the office force. For far too many of the city’s working, single women, 
the bell in the bookkeeper’s clock means an involuntary retreat from her friends 
and acquaintances into a cramped apartment where the wallpaper is beginning to 
peel and the bath water is never hot. 

“At present, according to the best estimates available, there are about 18,000 
women living alone in Indianapolis in the midst of a society that is geared to 
the comfort and convenience of the family group, and to a lesser extent, to the 
single male. For the single workingwoman the annoyances and discomforts 
are many. 

“* * * The real rub for the single workingwoman comes when she tries to 
find comfortable and reasonable housing among people with similar tastes and 
interests. Tactfully, perhaps, but nevertheless firmly, some apartments happily 
take the single man, but hang out the ‘No Vacancy’ sign for the single woman. 
Normally, with a somewhat lower income than her male counterpart, the single 
workingwoman is simply reduced to getting what she can afford—regardless 
of how cheerless, unfriendly and even shabby it is’ (Miss Ruth L. Newman, a 
language teacher at Shortridge High School is exploring this serious problem in 
Indianapolis).—An Indianapolis newspaper, Indianapolis. 
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“I daily see a great need for apartments for businesswomen, in the income 
bracket from $4,500 to $6,000 annually, especially in the age bracket from 55 
to 70 years of age. This, because at the time of retirement they cannot continue 
to pay the present rentals now charged—even for substandard locations. Many 
well educated women are finding this living problem so depressing to their 
morale.”—Eva J. Lewis, Indianapolis. 

“T am a widow in need of modestly priced housing. I now rent an apartment 
for which I pay one-fourth of my income. 

“IT know that many people like myself are interested.”—Mrs. Mary Garrett, 
Indianapolis. 

“Tam a single woman, soon to be retired. 

“My present housing is in a well-built, well-kept building, but I want a place 
of my own—I mean, ownership to protect future rent increases, when retired.”— 
Irene Miller, Indianapolis. 

IOWA 


“You are pioneering in a great cause, The idea of skyscraper-type of apart- 
ment buildings is a must for the future. Single people should not live alone. 
They need the companionship of one another. Keep up the good fight. Your 
dream must become a reality.”—William H. Dreier, Iowa Director Senior Citizens 
of America, Inc., Hubbard. 

“Thank you very kindly for providing me with an opportunity to express my 
views on your program to secure more adequate housing for unattached persons, 
including our older citizens. 

“During recent years the Nation has made substantial progress in providing 
more adequate housing for family units. We now need to give more serious 
consideration to the needs of those individuals who live alone, and to their 
requirements for conveniently located, moderately priced housing accommo- 
dations. 

“It is particularly important during the current period of slack employment to 
promote plans for the utilization of idle manpower, both in the construction 
field, and in those industries which supply materials. In terms of our national 
well being, it would be particularly appropriate to use these resources to provide 
housing for those elements in our population who are now improperly housed.”’— 
The Honorable Herschel C. Loveless, Governor. 


KENTUCKY 


“Thank you for your letter of January 2 concerning the series of meetings to 
be held at the National Housing Center during January and February. I am 
sure these meetings are for a very worthy cause, and if it is possible, I will have 
a member of my staff attend them.’—The Honorable John Sherman Cooper, 
United States Senator. 

“These meetings promise to be most interesting, and represent great effort to 
meet a real need. I am circulating your letter throughout the office, and hope 
that some of us will find it possible to attend sessions of your meetings. 

“With every good wish for success in the good work you are doing” * * *.— 
The Honorable John M. Robsion, Jr., Member of Congress. 

“T am a retired single woman in need of modestly priced housing. 

“T am 70 years old, alert physically and mentally, and am working in the office 
of a hospital only because I am a faithful hand. I am eager to retire to a hotel 
or apartment house for old people. I have a social-security pension of $67.10 
a month, and am willing to accept housing anywhere in the United States or its 
Territories.’—Mrs. Lyda H. Travis, Louisville. 


LOUISIANA 


“T am sure that you are rendering a great service toward the cause of housing 
for single persons.’’——Marshall McKenzie, director of Department of Housing 
Improvement, Shreveport. 

“T am a single employed woman in need of modestly priced housing. 

“IT am now living in an apartment and pay 40 percent of my income for it. 

“Women in the middle-income bracket need housing, as they are not eligible 
for welfare. Welfare takes care of those in low-income brackets in majority of 
cases.”’"—Mrs. Madge S. Kennedy, Baton Rogue. 
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MAINE 


“T have been privileged to read a copy of your newsletter No. 8 and, as a 67- 
year-old, retired teacher, how grateful I am for your interest in the housing 
projects for older, single people.”—Helen E. Lockwood, Portland. 

“The housing situation in the city of Portland, Maine, is very acute. Decent, 
safe, sanitary, and suitable housing for the aged, single persons, people living on 
pensions and limited income, is dwindling fast because of urban-renewal pro- 
grams and programs of industrial development that are not taking into consid- 
eration the needs of these people. The word ‘suitability’ is simply ignored in 
our community at this time, possibly through lack of understanding of the true 
needs of the people.”’—The Honorable Catherine I. Hendricks, State representa- 
tive. 

MARYLAND 


“Your subject is one that will prove very helpful, and will certainly motivate 
those of us who sit so smugly and think this can’t happen to me. Plans for the 
future are seldom ever made until the situation is arriving at one’s doorstep.” 
Mary-Frances Glenn, Chevy Chase. 

“This movement in behalf of housing for single people is very worthy, and 
should be of national interest. The need for such housing is urgent and a prob- 
lem that will always be with us, unless a solution is found. Your program 
seems to be it.’—Mrs. Emma L. Wilkerson, nurse, Lexington Park. 


MASSACHUSETTS 


“IT am very much interested, and have worked here in Massachusetts on the 
State housing for elderly persons, since I am a member of the State legislature. 
You have a good idea.”’-—The Honorable Irene K. Thresher, State representative. 

“There are an estimated 808 single persons in this area who need housing. 

“No program has been adopted to this date by the Commonwealth for housing 
of single people of all ages. If such a program should be adopted, it will be 
given careful consideration by this authority.’—James A. Dalton, executive di- 
rector, Salem Housing Authority, Salem. 

“You may be certain that I am fully aware of the need for such housing, and 
that my careful attention will be given to the matter when it is brought up 
on the floor of the House.’’-—The Honorable Thomas J. Lane, Member of Con- 
ZTess. 

“Provision should be made for adequate and comfortable housing, at a price 
which will permit a career woman who is in a position which contributes to 
the needs of society but which is not financially remunerative, to have both 
housing and enough money left over to have a reasonably well-rounded life.’— 
Wilma E. Winters, Boston. 

MICHIGAN 


“It was good to hear from you and to learn that you are again fighting the 
good fight in behalf of adequate housing for single persons. 

“Your suggestion that older persons, in cooperation with communities and 
civie organizations, make extensive use of self-help, is indeed commendable. I 
certainly would welcome such attempts and believe this to be a very fertile field 
of activity. 

“* * * Wducation, you will doubtless agree, is a necessary concomitant of 
more concrete action. 

“Enclosed you will find a copy of my address to the legislature, January 9, 
1958, and, on page 7, my recommendation concerning housing. You are cer- 
tainly welcome to use this, if you wish. It reads as follows: 

“ *Another field of high priority where we can and must make progress is in 
our provision for our older citizens. Thisis a problem which cannot be deferred. 
We now have more than half a million citizens in our population (Michigan) 
over 65 years of age, and the conditions of modern life have created special prob- 
lems for them. Our society cannot be healthy unless these senior citizens are 
given the opportunity to participate fully in it, with independence, dignity, and 
a sense of full citizenship. 

“‘One of the bitterest problems of old age is the lack of housing suited to the 
financial ability and needs of older people who want to live in independence.’ ’— 
The Honorable G. Mennen Williams, Governor. 
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“T am a single, employed woman in need of housing. I now occupy an 
apartment which is in bad condition. The buzzer system has been out of com- 
mission for years. The plastering is cracked on the ceiling and the apartment 
needs decorating and repairs in general. 

“T have relatives and friends who also need such housing. 

“This need for specially designed housing for single persons is as great today 
as it has ever been in the Detroit area. There are some projects for the elderly 
folk, but the prices are high.’’-—Flora H. Carney, Detroit. 

“* * * Others, due to a small income, derived from social security or small 
pensions, find it difficult being admitted to private convalescent homes, homes 
for the aged, or similar establishments, where, normally, they would be well 
cared for—except for insufficient income. 

“At present, we are especially concerned about an elderly man with the 
above situation, seeking a permanent life residence with others in his age group. 
Any suggestions or contacts you might offer would be appreciated by him.’— 
Mr. and Mrs. Hector J. Dunsmore, Detroit. 

“Tama single, employed woman in need of housing. 

“I presently occupy a hotel room for which I pay nearly 50 percent of my 
income. 

“The cost of a halfway decent hotel room and bath in Detroit is far too expen- 
sive for average single, workingwomen ‘nowadays.’ ’—Mrs. Florence deKiewit, 
Detroit. 

“There are an estimated 1,525 single persons in this area who need housing, 
and it is believed that they desire small apartments.’’—C. A. Miller, city manager, 
Saginaw. 

“* * * you are working for a fine cause. House and living facilities for single 
persons is truly desperate, especially for those of limited incomes.”—-Ruth M. 
Dill, Flint. 

“I appreciate the difficulties of housing for single persons, particularly those 
who are handicapped by illness or age. Many of this type are among our retired 
nurses. Of course, I am interested in the need of all single women, and it brings 
home the acuteness of the situation when it happens to one’s friends.’’—Emilie G. 
Sargent, executive director, Visiting Nurses Association, Detroit. 

“Where older people retire: Despite the publicity given to the warmer climates, 
the vast majority of older people, apparently, stay right where they are when 
retirement comes. An analysis of the records of retired telephone and auto 
workers in 1954 revealed that 70 percent remained in Detroit after retirement. 
An additional 22 pecent moved to other places within Michigan. As might be ex- 
pected, Florida and California were the most popular places for relocating out- 
side the State, although less than 4 percent of all retirees had moved to either 
of these States. 

“These studies indicate that a relatively small proportion of Michigan’s urban 
aged population retire to the country or to a warmer climate. The majority ap- 
pear to be rooted in their home communities. Any existing housing problems will, 
therefore, have to be solved in these communities. 

“Housing needs: Consideration of housing needs should be based upon the 
characteristics of the persons whose needs are to be met. Some of the relevant 
characteristics of the older population can be summarized, briefly, as follows: 

“Approximately 61 percent of older women and 36 percent of older men are 
single, widowed, separated, or divorced. These unrelated persons are typically 
renters or living in the households of others. It seems likely that unrelated per- 
sons have less satisfactory housing and living arrangements than older couples. 
Older people, generally, but particularly unrelated persons, have low incomes and, 
therefore, need low-cost housing. Many older persons are ill or disabled for 
varying periods of time. This suggests a need for housing that is easy to main- 
tain; a substantial minority, especially persons living alone, may need outside 
help in carrying out everyday tasks, as well as nursing and other care at home. 
Infirmities also mean that the elderly are more accident prone than younger peo- 
ple; hence, there is a need for as large a margin of safety as possible in housing 
for older people * * * home accidents, particularly falls, account for a large 
proportion of accidental deaths in later life; for the Nation as a whole, accidents 
are the third-ranking cause of death among the aged. Finally, the fact that two- 
thirds of the older people are urban dwellers must be taken into consideration in 
planning the location of housing units. 

“It has been suggested that good housing for the aging would be good housing 
for anyone. Safety and easy maintenance are universally regarded as desirable ; 
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easy access to community facilities and services are as much appreciated by 
young mothers as by older widows. If the aged can be thought of as having 
‘special’ needs, it is because of such characteristics as low income, small family 
size, and physical frailties, and not age itself.”—-Michigan’s Older People—Six 
Hundred Thousand Over Sixty-Five (a special publication prepared by the State 
of Michigan Legislative Advisory Council on problems of the Aging, Ann Arbor, 
Mich., 1958). 

“Mother and I are single women in need of modestly priced housing. 

“We presently occupy a basement apartment next to incinerator. Dirt flies 
into our apartment every time door is opened. Also, being near an alley, we 
hear cars, late at night, blowing their horns. 

“We have long waited for some concrete plans that will be followed through 
at least, within the next 10 years—when I will be 60.”—Aileen H. Tarki, Detroit. 

“Tam a single, employed woman in need of housing. 

“Tam now occupying an apartment for which I pay 45 percent of my income. 

“The owners of the apartment refuse to decorate, or furnish refrigerator, 
stove, etc., to replace those in apartment, which are not functioning any more.”— 
Mrs. Thelma M. B. Hostetler, Detroit. 

“Mayor Hubbard has read your letter of March 21, 1958, and referred it to me. 
I am particularly interested in the problem of housing for the aged people. 

“* * * each time we attempt to establish some sort of public housing for our 
residents, we are faced with certain requirements of slum clearances, urban 
renewal, and the workable program. This leads to the one thought which we in 
Dearborn feel should be conveyed to our legislators in Washington. You may 
quote me as follows: ‘If legislation providing for more Federal funds for housing 
the aged is to have any immediate effect upon the current recession, we must 
dispense with strings and delays of slum clearance, urban-renewal projects, and 
the workable program as prerequisites to obtaining these funds.’ 

“T wish you the greatest success in working for legislation that is so necessary. 
If I can help you in any other way, please do not hesitate to contact this office.” 
Gerald R. Klask, housing director, Dearborn. 


MINNESOTA 


“T am a retired, single woman, and am most emphatically in need of modestly 
priced housing. 

“T occupy a room in a roominghouse. When I moved in, over 4 years ago, I 
was promised a complete renovation of the room, as it hadn’t been fixed up for 
15 or more years. Nothing whatsoever has been done to date. 

“Of the three senior-citizen clubs to which I belong, there are at least a couple 
hundred who would be happy for livable quarters. You have chosen to do 
something so worthwhile, and I appreciate your efforts. 

“* * * for your untiring efforts, I wish you every success, and may God bless 
you abundantly.’”—Mrs. Mary O. Hegg, Minneapolis. 

“This problem of housing for our single population is, indeed, a very pressing 
one, and I want to thank you for having sent me this résumé.”—The Honorable 
Edward J. Thye, United States Senator. 

“* * * T am hopeful that there will be very serious attention given to the 
housing problem in this session of the Congress, and that the special problem of 
housing for single persons will be recognized.”—The Honorable Eugene J. 
McCarthy, Member of Congress. 

“T have read your letter with a considerable amount of interest. and I cer- 
tainly agree that there is an urgent need for more proper housing for single 
persons and, in particular, the elderly.”—-B. Warner Shippee, chairman of the 
housing section, Governor's Citizens Council on Aging, St. Paul. 

“T very much commend your campaign, and am glad to know of your activities 
on behalf of this much-needed assistance to elderly people. * * * Housing 
adapted to use of the aged is a very important humanitarian need. Such hous- 
ing would include ramps and other aids to make their movements easy where 
there are physical disabilities. 

“T appreciate your writing me about this important national problem, and 
wish you success.”—The Honorable Coya Knutson, Member of Congress. 

“Where I now live, the bathroom is in the hallway, with no heat for winter. 
The wiring is poor, and there is no rail in the hall or stairway. The pipes 
freeze up, plus poor windows. I have relatives and other friends who need 
housing.”—Dorothy Zabel, Minneapolis. 
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“T have a living room, and alcove for my bed. The kitchen is across the 
hall, and I share a bath with a young couple. As a rule, they have the bath- 
room all littered up. 

“For the above housing I pay $576 a year, out of my total income which 
amounts to $1,402.40, leaving me only $826 for food, doctors, and the other neces- 
sities of life. 

“T do wish the time would come when we older people could have reasonable 
housing and rent.’—Mr. Alma Ferg, Minneapolis. 

“T am a retired widow in need of modestly priced housing. 

“T am now living in One room in a roominghouse. It is being remodeled to 
3-room flats on each floor, which they will rent for $78 or $80 per month, and 
I cannot afford that.”—Helma B. Tackell, Minneapolis. 

“Tam a retired widow in need of modestly priced housing. 

“[ presently occupy a room in a roominghouse for which I pay 50 percent 
of my income. The halls in this room are dirty, and linoleum is all cracked 
and worn out, and lots of roaches. They won’t do anything for tenants, so I 
would like to have a clean place to live in.”—Ida A. Baton, Minneapolis. 

“At present, I live in an apartment for which I pay 40 percent of my income. 

“Am very much interested in a nonprofit, rent setup for aged, somewhat as 
the GI students have had. Retired income is not in balance with present 
prices.”—Elfreda Haugen, Minneapolis. 

“* * * and with the high prices and cost of living rising, I find it hard to 
make ends meet. Many friends who have reached the retirement age are con- 
fronted with the same problem, and it’s the fear of not being able to save 
enough money to take care of their health in case of illness, and there is no 
one to help care for them. 

“T feel this fear of the future is the cause of so many of our older people who 
are now senile patients in our hospitals. Something should be done.”—Mrs, 
Olive Bohn, Minneapolis. 

NEW HAMPSHIRE 


“The project has tremendous possibilities—for good. I do hope with this 
housing bill passed, you will be able to get really started, for I feel that once a 
unit is built and a concrete example is there to be seen, the rest will unfold 
rapidly.”-—Helen Sawyer, manager of an old people’s home. 

“Thank you for your letter of June 18 with the enclosed data regarding the 
work of Mrs. Houser, which I read with keen interest. 

“It is quite evident that Mrs. Houser is a dedicated person working for a 
worthy program.’—The Honorable Norris Cotton, United States Senator. 


NEW JERSEY 


“T should like to commend you on your public interest in presenting the prob- 
lem to the Congress. According to the latest census figures our city has 6,447 
persons who are 60 years of age or over. Not only are we in need of housing for 
our elderly people, but we have burdened every effort for housing for the entire 
community.’’—The Honorable John J. Grogan, mayor, Hoboken. 

“It’s very gratifying to know somebody cares—usually the feeling only is 
extended to children and those who get older are not appreciated and respected. 
(A funny kind of comment on American society, I suppose.)’’—Fredericka 
Appleby, Newark Housing Authority, Newark. 

“T hope to resume my study of Cooperative Clubs for Aging, who are neither 
physically or financially incapacitated. I find a great demand for something of 
that kind and would welcome your assistance in setting up a pilot demonstra- 
tion.”’-—Horatio W. Turner, Princeton. 

“You have picked a line that when it materializes will serve a great need for 
us senior citizens * * * I shall be happy to serve your cause wherever I can 
o. 2. 9 If you go in for production on a large scale, I am sure that you could 
produce for seniors cheaper than for younger groups with families.”—Mary 
Speece, Atlantic City. 

“Reports of several advisory housing committees in recent years have indicated 
that a major problem in our State is the providing of adequate and decent 
accommodations for a great number of persons, including the single elderly 
person. 

“Many groups and agencies are increasingly recognizing that constructive 
efforts should be undertaken to remedy this situation.”—The Honorable Robert 
B. Meyner, Governor. 
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“TI am a single person in need of modestly priced housing. I presently occupy 
an apartment for which I pay 30 percent of my income. 

“T have relatives and friends who need such housing. 

“This is a most worthy cause. Is there some way in which I could help further 
it among my friends? Best wishes to you for success.”—Elizabeth J. McGrath, 
Irvington. 

“T am a Single retired person in need of modestly priced housing. I presently 
pay 55 percent of my income for housing. 

“Have lived here for almost 29 years, due to the fact that I could not pay any 
more rent. Now, the rent has been raised and it is a great struggle to make 
ends meet.”—Anna Coons, Newark. 


NEW MEXICO 


“Your letter to Governor Mecham * * * has been referred to this department, 
since we are in the process of developing a housing project for elderly couples 
and elderly unattached persons. 

“We concur that there is a definite demand for housing designed for the needs 
of single persons, particularly in the low and middle-income groups.’”’—Robert E. 
Pritchett, State director, department of public welfare. 


NEW YORK 


“Three generations cannot live together and be happy. This problem which 
faces many families, could be on the way to solution if the Government were 
to finance a project consisting of single rooms with kitchenette and bath, which 
should rent for about $40 a month.’—S. Jaub, Roslyn Heights (Quoted from 
the New York Times). 

“Tam a single retired person in need of modestly priced housing. 

“IT now occupy an apartment for which I pay 150 percent of my income. Yes, 
150 percent—50 percent of which is being taken from savings. 

“I was self-employed, so have no social security—only my savings which are 
rapidly going.’”—Eleanor 8S. Chapman, New York. 

“T am a single employed woman in need of modestly priced housing. 

“Presently, I occupy a hotel room for which I pay 45 percent of my income. 

“Within a year or two, I will be retired, at which time the housing situation 
will be a real problem.’’—Pauline White, New York. 

“Recently we received a notice from the landlord of our New York apartment 
asking for a 12-percent increase in rent. Our lease is expiring and our alter- 
natives are: Try to bargain for a smaller increase on a renewal, accept the full 
increase or move. Whatever we do, rent—major factor in our cost of living— 
is about to swell.’”—Sylvia Porter, New York (quoted from Washington Star). 

“Lack of adequate housing for the elderly has brought about unnecessary 
crowding and needless expense in hospitals throughout the State. 

“Hospitals, already congested, are further taxed by the need to accommodate 
aging persons confined, not because their illnesses are too acute to permit 
them to care for themselves and return to independent living, but because there 
is not sufficient decent housing available to them which will also offer the care 
and treatment they require. 

“If decent housing were constructed and occasional nursing and medical care 
were made readily available for the elderly, New York City and other com- 
munities would save millions of dollars. 

“The cost of development for 1 hospital bed is $20,000 while the same cost 
for an aged apartment is about $10,000. 

“Add to the initial cost the upkeep, operation, and professional services of a 
hospital bed compared to a housing unit with modest facilities and service, and 
the economy of an intelligently planned housing and home care program for 
the aged is apparent.”—Joseph P. McMurray, State housing commissioner. 

“Keep up the good work that you are doing for housing of single persons. It 
was indeed good to receive your note of June 11 with its several enclosures 
which reflect the hard work that you are doing in this great cause. Progress 
is made by persistence of pioneers like yourself to devote themselves to advanc- 
ing public interest.”—-The Honorable Thomas C. Desmond, State senator. 

“I am presently occupying an apartment for which I pay 25 percent of my 
income, but it is to be torn down soon as Columbia University expects to expand 
to this area. Thus, I will have to move in a year or so.”—Mrs. Mabel Metcalf, 
New York. 
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“There is such a demand for living quarters that I am fortunate to be able to 
get in, and cannot demand a cleaner room nor better furniture. 

“I am willing to pay more for a larger room, but have been unable to find 
anything comfortable or with congenial people. I am now in a place which is 
like camping. I’ve tried to live with others, who make me feel like an instru- 
ment for paying rent, with no rights or considerations. My room is accessible 
only through the kitchen and I find it hard to ventilate—or to escape claustro- 
phobia.”—Edith Wilson, New York. 

“* * * but the neighborhood; cheap and sparse furnishings; six to a bath 
and kitchen; little to no service; spasmodic, unsafe neighborhoods; attitude: 
‘Anything good enough for those who live in one room.’ 

“There are sO Many women, especially, in the New York City area, needing 
the type of housing you outlined, and rents are all out of proportion to accom- 
modations.’’—Mrs. Leona S. Weber, New York. 

“Personally, I feel that you are doing a great work in trying to establish a 
system of some kind to provide safe and appropriate homes for elderly and 
single people. This need is growing every year. I have had considerable expe- 
rience with elderly people and have learned much of their likes and dislikes, and 
of their needs. Housing or a home they can call their own seems to be their 
greatest problem, even though some of the elderly are fortunate enough to have 
sons or daughters who would provide a home for their father or mother by liv- 
ing in with the younger people as a family. This very often results in a very 
unpleasant life for both families. 

“* * * housing for the elderly and single people is needed throughout the Na- 
tion.”—Rufus E. Hodges, executive director, Mechanicville Housing Authority, 
Mechanicville. 

“I am very much in accord with all efforts to provide housing for single peo- 
ple here in Albany; it is, in my opinion, principally important for single elderly 
people of moderate to low income.’’—The Honorable Erastus Corning, 2d, mayor, 
Albany. 

“The 1956 census survey indicates that the number of 1-person households in 
the renter-occupied inventory jumped from 13.8 to 24.5 percent during this pe- 
riod (1950-56) * * * Syracuse is unique among New York’s upstate cities in 
the degree to which this trend (to smaller households) has progressed. 

“Number of 1-person families in renter-occupied substandard units in April 
1956 was 2,675, compared with 1,925 in April 1950. Total number of 1-person 
families in renter-occupied dwelling units, was 8,525. 

“* * * our experience with elderly tenants in public housing has caused us 
to prefer the middle ground; in separate buildings, somewhat removed from the 
noise of children, yet close enough to enable the elderly to observe and to mix 
with younger people when so inclined.”—William L. McGarry, executive direc- 
tor, Syracuse Housing Authority, Syracuse. 

“There are many widows in my congregation and the problem of housing for 
them is a heavy one. Most of them live with their families, more or less a burden, 
because they are too young to rest—and too old to go working.’’—Mrs. Charlotte 
M. Kulp, New York. 

“This last year, rents and food have gone up ’til it is utterly impossible for 
those on small pensions to live. It would seem that the Government would either 
have to raise the pensions or provide adequate housing for the aged. I am now 
paying $65 per month for a small apartment where I can cook and live. My 
pension is only $64 per month, so you see where that leaves me. There are 
places here where the elderly can board, but nothing under $25 per week or $100 
per month. What a situation.”—Mrs. Frances A. R. Van Name, Buffalo. 

“Tt would seem from these figures that there are at least from 10,000 to 15,000 
single persons living either in separate or joint renter-occupied households. 
From other relationships on sex and age in the Buffalo population, it is logical to 
assume that at least two-thirds are over 35 years of age and that about 51 percent 
are women. This would mean about 3,500 to 5,000 single women over 35 years of 
age living in renter-occupied households who might be interested in other housing 
accommodations.”—Mary K. Nenno, research director, Buffalo Municipal Housing 
Authority, Buffalo. 

“The State is about to construct new roads through the city which will do away 
with our present housing facilities for women, and no work is being done at pres- 
ent to procure a new residence. 

“There are many women in town, working, retired, elderly, widows, etc., who 
would more than welcome a nice inviting place, small and centrally located, and 
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I am sure such a place would be fully rented long before it was completed.”— 
Miriam Gregar, Amsterdam. 

“I am writing in behalf of the Goodwill Club of Amsterdam. 

“The club is in the direct path of the arterial route of the throughway, and the 
Suggestion of a building like the one you mention, seems to be something so 
badly needed here. We have no YWCA, or anything of like nature for women 
who need a home. 

“Such a project would help Amsterdam immensely through the creation of new 
jobs, since much of our industry has moved south.’”—Ida C. Hicks, secretary, the 
Goodwill Club, Amsterdam. 





NORTH DAKOTA 


“T am very much interested in any help that will make it possible for senior 
citizens to live better, keep their self-respect and not be a burden to the younger 
generation.”—Mrs. Getlow K. Kvislen, Valley City. 


OHIO 


“The women among my acquaintances who are badly in need of satisfactory 
housing include office workers, schoolteachers (both employed and retired), 
Government workers (both employed and retired), employees in department 
stores, all of whom are living in housing conditions neither conducive to good 
morale nor wholesome living conditions. These women are among the class of 
people who make up the bulk of our national population.”—Mary Keith Vosburgh, 
Cleveland. 

“Having recently sold my big home and safely launched two sons into families 
of their own and being a lone woman, am interested in future (housing) de- 
velopments for single persons.’”—Mrs. Hilda E. Will, assistant director of nurs- 
ing, Highland View Hospital, Cleveland. 

“There are an estimated 22,344 single persons in this area who need housing. 
It is believed that these people desire small apartments.’—Office of the city 
manager, Cincinnati. 

“There are an estimated 2,735 single persons in this area who need housing, 
and it is believed that they desire small apartments. City officials and the Co- 
lumbus Metropolitan Housing Authority are studying the feasibility of building 
apartments for the elderly in this community.”—-The Honorable Maynard Sensen- 
brenned, mayor, Columbus. 

“Tam a single woman in need of modestly priced housing. 

“I presently occupy a room in a rooming house for which I pay 40 percent of 
my income. 

“T have many, many relatives and friends who also need such housing.”—Mrs. 
Vera Bell, Columbus. 

“T am a single man in need of modestly priced housing and I have many rela- 
tives and friends who also need it. We are in dire need of housing at $30 to 
$40 per month.”—C. Earl Secrest, Columbus. 


PENNSYLVANIA 


“For the limited income, unattached person, the main sources of housing have 
been roominghouses and low-grade hotels (essentially flophouses), both of which 
are, more often than not, health and safety hazards. With the recent charges 
in public housing regulations, a scattered few may achieve good housing, but 
again the limited size of the program prevents any real solution. Within the 
city of Pittsburgh alone, there are some 20,000 unattached adults, considerably 
more than half of whom are found occupying markedly substandard dwell- 
ings.”—Income and Housing— A United States Senate staff report. 

“You may be sure that the Governor is cognizant of the problems of both single 
persons and our elder citizens in the field of housing.”—David V. Randall, sec- 
retary to the Governor. 

“IT am a single person in need of modestly priced housing and pay 30 percent of 
my income for a room. 

“T would like a small apartment near transportation and church, either to buy 
outright—or rent.’’—Catherine McGivley, Philadelphia. 

“T hope something will be done to help us single women of modest means to a 
home which we can afford and pay—without mortgage and rent problems,”’— 
Mrs. Paul Hans, Philadelphia. 
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“I am a retired government employee and supplement income nursing part- 
time. I am especially interested in housing for single persons, as I have been an 
orphan since infancy—and have no relatives who could assume responsibility 
for my care. I now pay 50 percent of my income for housing.”—Mrs. Christine 
R. Sage, Wayne. 

“Tama single employed person in need of housing. 

“The price of hotel room is prohibitive on limited salary, as are efficiency apart- 
ments. No cooking facilities in my room. A small efficiency at reasonable rate, 
preferably furnished—could that ever be possible, really materialize?”—Mrs. Ida 
M. Frankle, Pittsburgh. 

TEN NESSEE 


“Congratulations on the fine consistent work that you have been doing for many 
yeurs, enabling you to do the business that you are dedicated to do.”—Wallace E. 
Johnson, builder, Memphis. 

“There are an estimated 550 single persons in this area who need housing, due 
to displacement by expressway and urban-renewal projects. Many of these are 
homeowners with no source of income other than relief, pension, social security, 
etc. There is a need for some way of their trading the equity in their existing 
substandard houses for some standard accommodations.” —Herbert Banks, execu- 
tive director, Chattanooga Housing Authority, Chattanooga. 

“There are an estimated 2,814 single persons in this community who need 
housing, 92 percent of these are single women. 

“Knoxville is the home of the University of Tennessee and, although the uni- 
versity provides dormitories, the annual freshman classes, both men and women, 
are usually in need of housing during the school term. 

“Our situation is comparable to other cities of major size.’—R. F. Crosby, 
assistant to the mayor, Knoxville. 

TEXAS 


“We have been deluged with applications from the single elderly since the 1956 
act was passed A problem you can appreciate is caused by the 65-year restric- 
tion. A number, under that age, with health and low-income problems, need 
admittance and we can’t take them. If only legislators would let people in the 
problem set their restrictions based on the need.’—Mrs. Marie C. McGuire, 
executive director, Housing Authority, San Antonio. 

e * it is certainly an area wherein considerable effort must be expended by 
Government agencies at all levels, as well as by private groups.”—The Honorable 
Lyndon B. Johnson, United States Senator. 

“here are an estimated 1,500 single persons in this community who need 
housing, and it is believed that these people receive on an average between $2,000 
and $3,500 income per year.”-——The Honorable Jimmie P. Cokinos, mayor, Beau- 
mont 

Lama widow and have had much difficulty in getting an apartment—or even 
a room, although I have never refused to pay a reasonable rent and have moved 
because of undesirable places.’’—Mrs. Belva Blose, Houston. 

“T am a retired single person in need of modestly priced housing. 

“The apartment 1 now occupy is in very bad condition, It belongs to an estate. 
The heirs disagree and refuse to keep up the property.”—Louise Shaw, Austin. 

“Tama single employed woman in need of housing. 

‘The apartment I now occupy has an old-fashioned water heater (always 
afraid it will explode). Floors cold in winter, old-fashioned windows that are 
hard to let up and down, Needs painting inside. Climb steep steps to get into 
apartment. 

“There are so many State and Federal employees in Austin, that naturally 
quite a few widows and single women are employed here who would like a nice 
upartment near the capitol and State buildings.”—Ella G. Jordan, Austin. 


VIRGINIA 


“There is an estimated 20,000 to 25,000 single persons in this area who need 
housing. 

“We recognize the present and growing need of housing for this group.’—The 
Honorable W. FE. Duckworth, mayor, Norfolk. 

“We are intensely interested in housing for <ingle people who must live alone 
Also for old couples. We wish you success in promoting the cause of housing 
for single persons in every needy community.”—Mrs. M. E. V. Hunter, Etterick. 
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“IT am a single employed woman in need of modestly priced housing facilities, 
and I have many relatives and friends who also need it. 

“Richmond is desperately in need of such a development and I hope the proposed 
movement will materialize.”—Agnes R. Halloran, Richmond. 

“T believe every citizen should belong to a housing foundation or a nonprofit 
organization to help people get satisfactory housing, at a reasonable price. Good 
housing is a necessity, not a luxury.”—Mrs. Laura K. Sefton, Arlington. 

“T am a retired single person in need of modestly priced housing, and I have 
relatives and friends who also need it. 

“IT pay 50 percent of my income for the apartment I now occupy.”’—Grace V. 
Robinson, Alexandria. 

“T am a retired widow in need of modestly priced housing. 

“The apartment I now occupy is in bad condition and is very neglected. 
Woodwork, window frames, kitchen, and bathroom are badly in need of paint. 
Nothing is kept up, unless I do it myself and I have to live solely on a pension. 
I would like a small apartment conveniently located to supermarkets and trans- 
portation.”—Mrs. Frances S. Swift, Richmond. 


WASHINGTON 


“T am a single semiretired woman in need of modestly priced housing. 

“I do not approve of people expecting or receiving things for nothing, but 
would it be possible for the United States Government or some foundation to 
build houses or small apartments, near stores, churches, and library for which 
they would be able to receive a rental that the older low incomes could afford ?”— 
Mrs. Mary F. George, Seattle. 

“I am a single person in need of modestly priced housing. 

“I am promoting a retirement home project for single and married couples. 
Thus, I hear from many who desire retirement homes, are living in houses too 
large for them, ete.”—Violet V. Cass, Enumclaw. 


HAWAII 


“According to the 1950 United States census (Bulletin P—C52, table 36), there 
were 36,719 unattached persons (single, widowed, divorced, or married with 
spouse absent) 35 years of age or older living in the Honolulu standard metro- 
politan area (the island of Oahu) as of April 1, 1950. Although data on the 
number needing housing are not available, we would guess that about 15,000 
were occupying dilapidated or overcrowded housing. 

“Women comprised 14,227 of the 36,719 unattached persons. A rough guess 
of the need among the unattached women might be 4,000. 

“The men need adequate rooming house accommodations and small apart- 
ments; the women, small apartments.’—Edward J. Burns, manager, Honolulu 
Redevelopment Agency, Honolulu. 


(The Washington Daily News, Thursday, June 12, 1958] 
HousING Britt MISSES NEED 
Eleanor Roosevelt’s Day 


New YorkK—There is one courageous lady, I think, who deserves credit for per- 
sistence in her efforts on behalf of women’s welfare. 

Her name is Mrs. Jency Price Houser, and for 10 years she has appeared be- 
fore almost every housing committee because of her conviction that there is 
one need which all the housing bills overlook. This is the need for providing 
good but inexpensive apartments for single women, for widows living on pen- 
sions, for women no longer able to work and for those living on social security. 

Often these are women who were accustomed to greater comforts when they 
were young and earning high salaries or when their husbands were alive. Now 
that they are left alone, they often pay prices all out of proportion to their 
income for even a semi-decent place in which to live. They never know when the 
rents will be raised and they will have to move, just as they are also forced to 
move if the house in which they have an apartment is sold or if the management 
is changed and essential services are reduced to practically nothing. 

These women are not all older people. Some of them are still working, but 
cannot meet the difficulties in finding good housing that exist in almost every 
city. 
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[The Anniston Star, Monday, June 16, 1958, Anniston, Ala.] 
SINGLE-UNIT HousING PLEA OF WOMAN GAINS ATTENTION 
(By Esther Tufty, Star Washington Bureau) 


WASHINGTON.—Lobbyist Jency Price Houser looks like and is a middle-aged, 
middle-income housewife. She’s something different in lobbying, but maybe 
that’s why the men in Congress listen to her plea for more housing designed 
for single persons, “especially business, professional and retired women.” 

Just last week Alabama Congressman George Huddleston, of Birmingham 
wrote her: “I personally appreciate your splendid efforts in behalf of this badly 
needed legislation to provide housing for unattached persons, and especially the 
elderly.” 

HUSBAND IS ASSOCIATED 


Oddly, she isn’t a “single person” herself, but married to Thomas Houser, a 
former Government official, who became so enthusiastic about her cause he is 
her associate. 

She’s met with some success. In 1950, she managed to get “single individuals” 
designated as “a family unit” in the National Housing Act, thus making them 
eligible for the insurance of a mortgage. But she must keep fighting, she says, 
“to retain the wording” in every new housing bill John Sparkman has intro- 
duced supporting legislation. 

The turn of events, plus a determined push from the gentle Jency, has at least 
changed the attitude of Congress toward housing for the aged. The need is 
recognized now. 

Typically, Congressman Thomas B. Curtis of Missouri says: Most older people 
are on fixed incomes. Pensions, social security, or retirements of some sort. 
These plans have been thrown out of kilter because they live longer and infla 
tion has cruelly cut their savings in half. 

Mrs. Houser took a survey of single persons and found that only 32 percent 
pay as little as 20 percent of their income for rent. But the “single person” 
housing envisioned by this lobbyist isn’t just for the elderly. 

Under the same housing development she would have one-third retired or 
elderly and two-thirds working persons. She calls this a “natural and happy 
way of living” for single people, men or women. 

As an Alabama example she quotes Harold Harper, executive director of the 
Birmingham Housing Authority: “There are an estimated 1,300 single persons 
in this community who need housing: 750 of these are single women, 500 are 
below 60 years of age. An estimated 50 percent of the 1,300 receive less than 
$2,000 a year, 25 percent receive between $2,000 and $3,500 and only 25 percent 
over $3,500.” 





AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, 
New York, N. Y., July 15, 1958. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Public Housing Legislation, House Com- 
mittee on Banking and Currency, House Office Building, Washington, 
BC. 

DEAR CONGRESSMAN RAtINs: The accounting profession has noted with interest 
that several public housing bills contain provisions requiring independent audits. 

Since your subcommittee is now engaged in developing legislation in this 
field, I should like to offer some comments on this matter in the hope that the 
views of my organization, the American Institute of Certified Public Account- 
ants, may be helpful to you and your colleagues. 

Before advancing those views, I should identify the American institute as 
the national organization of C. P. A.’s, with a membership of approximately 
32.000. As you doubtless know, a C. P. A. has met certain educational and 
experience requirements of his State and has passed a rigorous 24%4-day written 
examination which is uniform throughout the country. The institute’s pri- 
mary interests are concerned with the work of C. P. A.’s engaged in the pro- 
fessional practice of accounting, with major emphasis on accounting principles, 
auditing, income taxation, and advice on matters requiring education and expe- 
rience in accounting. 

The institute believes that the Congress should encourage independent audits 
by competent and responsible professional accountants of all private organiza- 
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tions or public agencies independent of the Federal Government which are 
utilizing Federal funds, and of all private organizations which are obligates 
to submit financial reports for Federal regulatory purposes. 

In advocating this position, we recognize the danger of appearing to be 
motivated by self-interest. We are prepared to run that risk of misunder 
standing only because of our firm conviction that a reliance upon independent 
audits would be in the best interests of the public. 

Under such a policy, the audited enterprises would be able to engage loca 
accountants and, thus, would have a continuing and ready access to professional 
accounting skills. Such an approach would also result in economies, such as 
Saving of travel expense and elimination of idle time. Moreover, a greater utili- 
zation of independent, professional accountants and wider acceptance of their 
work could lead to a reduction in the extensive amount of duplication in the 
auditing work currently performed by various agencies of government—Federal, 
State, and local—for different (but often overlapping) purposes. 

However, in drafting legislation of this type, the Congress would be well ad 
vised to set forth certain standards in the auditing provisions—standards of 
auditing procedure to be followed in the conduct of the audits, and standards of 
competence and responsibility on the part of those who conduct the audits 
Only in this way can the Congress obtain sufficient assurance that the financial 
controls which it seeks to impose will, in reality. be effectively applied. 

The first objective of establishing audit standards can be achieved by requir 
ing that the audits be conducted in accordance with generally accepted auditing 
standards. This somewhat cryptic phrase actually has a specific meaning to 
professional accountants. It refers to the standards developed over the years by 
various professional organizations, principally the American institute, to guide 
C. P. A.’s in the performance of their work These standards are embodied in 


77 


Official documents (copies of some of which are attached) and provide a measure 
of the responsibility of an independent auditor 

How can Congress acquire adequate assurance that the personal standards of 
competence—required under the term “generally accepted anditing standards” 
will be met? 

The most widely recognized evidence that a person has attained this standard 
is his possession of the right to call himself a “certified public accountant.” As 
stated previously, this right is granted by wh State to any person who can 
demonstrate that he possesses the requisite character, education, and training, 
and can pass the uniform C. P. A. examination designed to test his competence in 
auditing and accounting. 

Certified public accountants, with few exceptions, are subject to discipline for 
infractions of rules of conduct adopted by the Any ! *, State societ! 
of C. P. A.’s, or State boards of accountancy. Typically, these rules require 
adherence to generally accepted auditing standards and accounting principles, 
t contingent 
public 
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provide penalties for false and misleading statements, and prohib 
fees, financial interest in clients’ affairs, occupations incompatible with 
accounting—all intended to avoid even the possible appearance that the C 


judgment might be wrongly influenced. No class of accountants, other than 
C. P. A.’s can provide objective evidence of competence and responsibility. 

It is suggested, therefore, that anv housing legislation leveloped by your 
mittee should have a two-part provisi requiring (1) that the audits be cor 
ducted in accordance with generally accepted auditing standards and (2) tha 
the audits be performed by independent certified public accountants 

If the Federal Government, in dealing with special types of enterprises (such 


as local housing agencies), needs additional information which would not nor 








mally be covered in an audit conducted in accordance with generally accepted 
auditing standards, then the above provision could be expanded to permit the 
agency to re ire supplementary accounting data 

As you doubtless recogni the provisions [ have suggested differ materially 
from the language in title IV of S. 4055, approved by the Senate Committee or 
Banking and Currency. The provision of that bill reads 

“Every contract for annual contribution shall require that the public housing 
agency and its chairman shall, after an independent audit by the State auditor 
or other ippro] riate State official o1 by a public accountant of re enized stand 


ing of the books and accounts of the public housing ageney ertify annually to 
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the Authority that the agency has complied with the provisions of this Act and 
that the financial statements are true and correct.” * 

In authorizing the use of independent accountants, this provision seems to us 
to be sound in objective. But we believe that it ought to be strengthened. 

It ought to be strengthened by specifying the nature of the adult required—a 
specification readily available in the term “generally accepted auditing stand- 
ards.” The term “audit,” by itself, has no precise meaning. The omission of any 
descriptive phrase is almost certain to produce widespread confusion about the 
scope and intensity of work to be performed. It could also mean that the fiscal 
control which Congress intended to impose may often be illusory. 

The provision ought to be strengthened, too, by specifying that the audits be 
conducted by independent C. P. A.’s. This is not meant to challege the skill of any 
individual “State auditor, or other appropriate State official or * * * public 
accountant of recognized standing” selected by a public housing agency. But the 
fact remains that only one group in the accounting field has met an objective test 
of competence, and that group is the certified public accountants. By designating 
them to undertake the audits, Congress would gain an increased measure of as- 
surance that the work would be competently performed by responsible profes- 
sional men subject to ethical disciplines. 

In advocating this coure of action, we do not intend to suggest that audits by 
independent C. P. A.’s are intended to replace the function of the General 
Accounting Office, or the staff of the administrative agency, in ascertaining that 
Federal funds are being expended in accordance with law. In fact, local audits 
of enterprises subject to Federal supervision should greatly facilitate discharge of 
this function, by providing essential financial data for the review of the super- 
visory authorities. As already noted, it may be desirable to include a provision 
clearly establishing the right of supervisory agencies to require any supplemen- 
tary accounting data which they may need to fulfill their own statutory respon- 
sibilities. 

Incidentally, ‘true and correct” does not seem an appropriate term in applica- 
tion to financial statements which necessarily involve significant elements of 
judgment and opinion. The usual language is that the financial statements 
“fairly present” the financial position and results of operations. 

This letter, despite its length, may have left a number of questions unanswered. 
If you would like to confer with us on this matter, I would be happy to arrange a 
meeting for you or any of your associates with officials of the institute who are 
particularly knowledgeable in the housing field. 

I would also appreciate it if you could arrange to make this letter a part of 
the record of your current hearings. 

Sincerely yours, 
ALVIN R. JENNINGS, President. 


STATEMENT OF Arvin E. Rost, Executive Director oF THE CHICAGO HovsInt 
AUTHORITY 


Mr. Chairman and honorable members of the subcommittee, [ appreciate the 
opportunity to have my remarks, on behalf of the Chicago Housing Authority 
and in support of the proposed Housing Act of 1958, S. 4035, considered by you 
in your deliberations with regard to the merits of S. 4035. 

The Chicago Housing Authority is strongly in favor of adoption of this bill. 
Our endorsement encompasses the bill in its entirety. The vision and scope of 
this legislation would go far to restore vitality to the housing program throughout 
the Nation and give local communities some essential new tools to better fight 
the challenge of the slums, deteriorating communities, and housing shortages. 

As landlord of 18,000 low-rent apartments, the Chicago Housing Authority, 
naturally, is most concerned with the effectiveness and well-being of the low-rent 
housing program. <A close look at some critical facts makes it abundantly clear 
that something is seriously amiss with this program. How else can we account 
for the fact that. of the 70,000 dwelling units authorized by Congress in 1956, 
only some 8,200 dwellings, about 12 percent of the total authorized, have been put 
under contract, although half of the authorization has been available for 24 
months and the other half for 1 vear. In face of the admitted and critical need 


1§. 4035, p. 41, lines 15-28 
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for low-rent housing, the conclusion is patent that the existing program and its 
administration by the Public Housing Administration is not responsive to that 
need. 

A large measure of the difficulty, in our opinion, stems from the constant and 
unreasonable interference by the Public Housing Administration with the opera- 
tions of the local housing authority; the substitution by PHA of its determina- 
tions in matters of administrative discretion for that of the local authority; and 
PHA’s arbitrary rulings and ultimatums with no opportunity available to the 
local authority to negotiate as a full-fledged partner in a cooperative venture. 
These attitudes and actions have proved not only discouraging and frustrating, 
but have seriously impeded the job the local authority is conscientiously and 
earnestly endeavoring to accomplish, i. e., to carry forward the low-rent program 
in their community. 

Presently, the Chicago Housing Authority is faced with a critical situation 
which is an outgrowth of just this kind of unreasonable interference by the 
Public Housing Administration. The attached letter details the nature of the 
dispute and indicates the kind of arbitrariness to which we have been subjected. 
The commissioners of the authority were forced to take this serious step after 
exhausting all means available to negotiate on a reasonable basis, and is a 
climax to a long history of this type of difficulty. 

The provisions of S. 4035 which we believe would be most effective in over- 
coming the main sources of disagreement are: (1) the amendment to the Housing 
Act of 1937 adding the declaration of policy that full responsibility for the estab- 
lishment of rents and eligibility requirements, the preparation of budgets, the 
control of expenditures, shall be vested in the local housing authority (sec. 401) ; 
(2) the provision of the bill that annual contributions to local authorities be paid 
in fixed and definite amounts (sec. 403a); (3) the provision that properly 
audited financial statements of the local authority shall, in the absence of fraud 
or of evidence of gross waste or extravagance, be accepted as final and conclusive 
by all officers of the Federal Government (sec. 405c). These provisions would 
have the combined effect of relieving PHA of detailed supervision, policing, and 
auditing, and permit the local authority to devote all of its energies to work on its 
housing program. 

In conclusion, I want to make it crystal clear that we recognize the vital con- 
cern of the PHA in our operations. We acknowledge its legal right and obliga- 
tion to protect the interests of the Federal Government in the substantial invest- 
ment it has made to the local community. We are aware of PHA’s responsibility 
under the law to assure, through the exercise of supervisory controls, that local 
programs are being conducted in conformance with the dictates of Congress. 
We well understand the necessity and importance of controls, review, and direc- 
tion. Nonetheless, we take exception to its repeated attempts to expand its 
specific power of supervision into the much broader power to control and manage 
the authority. We take exception, also, to its attitude that the authority is 
merely an adjunct of the PHA, oblivious to the fact that primary responsibility 
for carrying out the low-rent housing program is vested, under the Federal and 
State laws, in the Chicago Housing Authority. 

We are hopeful that Congress will speak out and give direction in this area 
by enacting Senate bill 4035. 


RESOLUTION No. 58, CH1cAGo HousinG AUTHORITY 


Be it resolved by the Chicago Housing Authority, That the Commissioners of the 
Authority shall send to the director of the regional office of PHA a letter, in 
substantially the form set forth below in reply to budget modifications transmitted 
to this authority under letter of June 27, 1958. 


CHICAGO HOUSING AUTHORITY, 
Chicago, Ill., July 9, 1958. 
Mr. WILLIAM E. BERGERON, 
Regional Director, Chicago Regional Office, Public Housing Administration, 
Chicago, Ill. 

DEAR Mr. BerGeron: This is in reply to your letter of June 27, 1958, returning 
our budgets, approved with modifications and qualifications listed under 15 sub- 
divisions and reducing our budget in the amount of $901,672. The purposes 
of this letter if twofold; namely (1) to confirm the understanding reached in 
the conference between our respective staffs, held on July 3, 1958, relating to 
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budget reductions made in violation of prior agreement and which you now 
concede should be restored, and (2) to strongly protest your unreasonable and 
arbitrary action in making drastic and shortsighted reductions in other areas. 

Initially it must be stated that, after studying the budget modifications im- 
posed in your letter of June 27, 1958, it is the feeling of this authority that such 
action was unwarranted and contrary to the earlier agreement reached by our 
respective staffs as confirmed in our letter to you of May 6, 1958. It was our 
strong impression that, after innumerable staff conferences, only the issue of 
the craft foremen remained in dispute, with all other items to be handled in 
accordance with the mutual understanding and undertakings agreed upon. 

It is noted that your budget reductions would necessitate reducing our staff by 
113 maintenance persons and 14 administrative personnel, and would require us, 
in order to comply with your demands, to dispense with the services of these 
people by July 1. In view of the fact that your modifications were not received 
in this office until Friday, June 27, it was an absolute impossibility to conform 
to the budget as modified by your office. Your action completely ignored our 
personnel policy and practice which, incidentally, has been approved by your 
agency, to give administrative employees 30 days’ termination notice. In slash- 
ing our budget, you made no allowance for this factor. 

In any event, we are at a loss to understand why we were not given an oppor- 
tunity to discuss with you the details and substance of the budget reductions im- 
posed in your letter of June 27 before they were formalized as has been cus- 
tomary between our respective agencies in past years. Further, a member of your 
staff specifically advised us that such an opportunity would be available. 

The following items, corresponding to the subdivisions listed in your letter of 
June 27, relate to budget reductions which you conceded in the staff conference 
of July 3 should be restored in our budget. They are as follows: 


2. CONTROLLER'S OFFICE 


(a) The salaries of the positions of buyer, associate accountant, administrative 
assistant, and senior clerk should be restored. 

(b) The positions of junior accountant and clerk typist should be restored. 

(c) The salary of the position of fiscal clerk (insurance), referred to by you 
as secretary, should be restored. 

(d) The salary of the positions of senior accountant (general accounts), re- 
ferred to by you as assistant controller or chief accountant, should be restored. 

(e) The salary for 1 position of auditor for the year and the salaries for 2 
auditors for the month of July, plus their terminal leave, should be restored. 


5. MANAGEMENT AID (LABOR COORDINATOR) 
(a) The salary for this position should be restored. 
7. ROVING CASHIERS 


(a) The salaries for the positions of three roving cashiers should be restored 
for the period from July 1 to September 30, 1958, plus accumulated leave. 

With respect to the remaining items on which apparently no agreement has 
been reached, we hereby elect, pursuant to section 407 of the consolidated annual 
contributions contract, to consider your modified approval as a disapproval of our 
budget. In support of this position, we hereinafter set forth our objections to 
the budget reductions in question, maintaining that your action is unreasonable 
and arbitrary and, accordingly, in violation of the proper exercise of your powers 
under the annual contributions contract. 


1. CRAFT FOREMEN 


We protest the budget reduction of $56,939.24 for craft foremen. You have 
advised that you will approve a budget revision covering salaries of craft 
foremen for 90 days only. This would foreclose us from retaining craft foremen 
beyond the 90-day period. 

We refer to our resolution of June 11, 1958 (No. 58-CHA-108), previously 
sent to you, in which the authority determined to maintain the status quo, i. e., 
to retain the craft foremen in the budget, until the authority has had sufficient 
time to complete its negotiations with the craft unions concerned and that the 
authority’s decision on your recommendation would be deferred until this was 
accomplished and in any event no later than December 11, 1958. 
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We do not propose to take any decisive action such as agreeing to the elimina- 
tion of the craft foremen from our budget until we have satisfied ourselves 
that your recommendations are sound and in the authority’s best interests. In 
view of the long established and accepted practice in this area, which has been 
regularly approved by your agency these many past years, we believe it is un- 
reasonable to disrupt our operations until we have had sufficient time, in light 
of all surrounding circumstances, to negotiate a mutually acceptable arrangement 
with the crafts involved. 

It must be emphasized that the authority is continuing its best efforts to work 
out an appropriate solution to the problem posed. 


8. JANITORIAL SERVICES 


We strongly protest your action in reducing our budget $295,656 in this area 
as unreasonable, unrealistic, shortsighted, and not in the authoritys’ best inter- 
ests. In support thereof, we note as follows: 

(a) Your budget modifications calling for reduction in janitorial staff go even 
further than the drastic reduction recommended in your management survey. 
This latest action comes without warning on the eve of our new fiscal year and 
in the face of what we understood to be an agreement with you after staffing 
patterns at the various projects were to be studied and adjustments to be made 
on the basis of such a study, if and where warranted. This approach would 
permit absorbing janitors presently on our payrolls in other projects as they 
become available for occupancy. 

(6) Compliance with your recommendations would force the authority to 
violate existing wage and staffing arrangements with the janitors’ union, without 
opportunity for negotiations. 

(c) Your recommendations in this area are predicated, in part, on reducing 
the hourly rate for janitors from a range of $3.02-$2.42 per hour to $2.56 per 
hour. This higher rate was put into effect upon your recommendation and insist- 
ence, in December of 1957, and constitutes, as far as we are able to determine, 
the prevailing wage rate for this service in the community. As we are required 
by law and our annual-contributions contract to pay “prevailing wages,” we 
are without authority to arbitrarily reduce the hourly rate now in effect as you 
have demanded. 

(d) Your recommendations for reduction of janitors is patently inconsistent 
with the contention underlying in the management survey that maintenance and 
project operations are below standard. We are at a loss to reconcile how the 
authority can increase services that janitors normally perform and, at the same 
time, reduce our janitorial staff. 

(e) Your recommendation for the elimination of resident janitors completely 
ignores the distinct advantages we have experienced since employing such resi- 
dent janitors. These advantages include (1) the availability of the janitor to act 
at all hours in the event of an emergency: (2) the availability of one or more 
persons residing in the project to whom tenants can report trouble in the proj- 
ect; (3) the presence of the resident janitors serves to substantially reduce 
acts of vandalism and misbehavior, particularly on the part of juveniles; (4) 
the men will work longer than an S-hour day without additional compensation 
in periods of heavy workloads, such as planting; (5) better and close super- 
vision of janitor helpers. 

(f) Your budget reductions would not permit employment of janitors for 
vacation-time replacements. Not only would this leave the projects understaffed, 
but would constitute a violation of standard and accepted practice, both private 
and public, in the city of Chicago. 

In conclusion, we reiterate what we have advised you verbally, i. e., that we 
recognize that there is room for improvement in our operations; that we are 
willing and, indeed, anxious to complete our studies and undertake to put into 
effect such economies and changes as the study may dictate. However, we be- 
lieve it is essential to sound and stable operations not to accept, without closer 
examination, what appears to us to be an unworkable and shortsighted program. 


RATE OF PRODUCTION GLAZIERS 


We regard arbitrary cuts of a fixed percentage, as proposed in your letter 
of June 27, to be completely inequitable. Experience has shown, over a period 
of years, that conditions vary between projects and, allowing for differences in 
construction, that these variances must be taken into consideration in budgeting 
man-hours required. 





HOUSING ACT OF 1958 705 


We doubt that anyone can forecast how much production will be increased in 
the coming fiscal year. It is our hope, as a result of recent and continuing nego 
tiations, that there will be improvement. However, in our experience and judg- 
ment, the budget reduction of $35,023, or 40 percent, which you propose in this 
area is unrealistic and unreasonable and, if enforced, would not permit us to 
replace broken windows in line with our present standards of maintenance. 


10. RATE OF PRODUCTION OTHER CRAFTSMEN 


Ou omments in No. 9, above, are also i] propri: te here Further, we note 
that negotiations with the crafts concerned have indicated that real efforts will 
be made to effect many of the economies with which we are mutually concerned. 
Again, however, we feel there is no basis for the application of an arbitrary 


percentage reducing our budget by $297,815 for these craftsmen. 
11. WALL WASHING 


We protest the arbitrary cut in our budget of $73,037 for this item. We can 
see no valid relationship between the policy questions of (a@) whether tenants 
should be required to make security deposits as a condition of tenancy, and (bd) 
whether tenants should be required to wash their walls or be charged for this 
service, aS you have indicated in your letter of June 27. 

With regard to your recommendation for requiring security deposits from 
tenants, the commissioners have deferred taking what they deem to be drastic 
actiou until it can be determined whether other administrative changes adopted 
by the authority will be sufficiently effective to reduce collection losses and, thus, 
make unnecessary the imposition of security deposits. Reference is made to our 
Resolution No. 53-CHA—99, adopted May 28, 1958. 

Further, we propose to take up the matter of security deposits with public 
officials administering relief programs to ascertain the feasibility of those agen- 
cies including appropriate amounts in the budgets of their recipients. Until this 
has been fully explored and until we are able to evaluate the steps already taken 
by the authority to remedy collection losses, we believe it is in the best interests 
of the authority to defer action on your recommendation. 

Our position on tenants’ washing of walls or being charged for this service 
is explicitly stated in our resolution of May 14, 1958 (No. 58-CHA-—S4), in which 
we made it clear that such a practice is not feasible in view of the hardship such 
action would impose on hundreds of tenants who are elderly or otherwise 
handicapped. 

It is to be understood, of course, that we shall continue to actively encourage 
our tenants to undertake washing their own apartments. However, we believe it 
is unrealistic to expect vacating tenants to wash their apartments. In any event, 
we feel that the authority would be in an indefensible position to evict tenants 
for failing to wash their walls, immediately prior to redecorating, which would 
be the ultimate result of the policy you propose. 

Failure to restore this budget cut will seriously hinder our maintenance 
operations. 

15. MATERIALS AND SUPPLIES 


We protest the budget reduction eliminating replacement ranges at all projects 
and replacement toilet seats at Brooks Homes. The reason given for your dis- 
approval is that we do not propose to make these purchases under the PHA con- 
solidated procurement contract. We deny that it is mandatory for the authority 
to purchase these items from your consolidated procurement list when such pur- 
chases are not economical and efficient. 

Whenever and wherever it is economically sound, the authority makes pur- 
chases under PHA’s consolidated procurement contract. However, in many in- 
stances, such as in the purchase of ranges and toilet seats, the consolidated 
list does not provide items which meet the authority’s requirements and specifica- 


tions, and are not deemed to be economical or efficient in long-range operations. 


CONCLUSION 


In concluding this protest, we wish to make it clear that it is our firm conviction 
that the Chicago Housing Authority, its commissioners and staff, have the primary 
responsibility under the law for the operations of the public housing program in 
this community; that management supervision of the projects is vested in the 
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authority and not the PHA; that commissioners and staff of the authority are 
doing a conscientious job in resolving the management and administrative prob- 
lems attendant to an operation the size of ours; that the premise of your manage- 
ment survey that our operation is inefficient, alleging a deficit of ‘nearly half a 
nillion dollars” for the fiscal year ending June 30, 1958, is spurious and completely 
unfounded, as evidenced by the fact that reliable estimates ’* establish our opera- 
tions to have been in the black by at least $300,000; that we deem your arbitrary 
and unreasonable position, evidenced in your letter of June 27, to constitute 
unwarranted and flagrant interference with our operations. 
Very truly yours, 
Cuicaco Housine AUTHORITY. 


STATEMENT OF Miss CHARLOTTE E. ABBOTT ON BEHALF OF THE NATIONAL CON- 
SUMERS’ LEAGUE FOR FatrR LABOR STANDARDS, THE CONSUMERS’ LEAGUE OF NEW 
YORK, THE CONSUMERS’ LEAGUE OF NEW JERSEY 


The National Consumers’ League is composed of citizens throughout the 
country who see clearly that the entire Nation has a stake in the condition 
under which goods and commodities are grown, manufactured, and distributed 
and who are, also, aware of their responsibilities, as consumers, for these con- 
ditions. Throughout the 60 years since its founding in 1898, by a group of 
distinguished citizens, the league has worked continuously to improve working 
and living conditions. 

The league has been actively interested in migrants since 1906, when it in- 
vestigated the conditions of families who were migrating from Pennsylvania 
cities to southern New Jersey for summer employment on farms and in can- 
neries. Our recent activities include 3 comprehensive studies made by the New 
York league in the last 15 years, the most recent of which was published in 
pamphlet form for the general public and in Considerable detail for the expert 
or serious student. As a result of such studies and of periodic spot checks, 
the various leagues not only are familiar with existing conditions in many 
States and with the problems which hinder substantial improvement, but they 
have also suggested and sponsored numerous improvements with considerable 
success. 

Such improvements have included establishing or raising minimum housing 
standards, improving enforcement, working for legislation such as the New 
York law which requires the registration of crew leaders, and the establishment 
and extension of programs to provide day care for young children while their 
parents are working in the fields, and schooling for youngsters of school age. 
We have also worked closely with State departments, citizen organizations, and 
with individual farmers. 

In spite of numerous improvements in many areas of the country, no real 
steps have, as yet, been taken in any State toward solving one of the most basic 
and important problems—that of providing decent, safe, and sanitary living 
accommodations. For example, 1 small room, 9 by 12 feet, is often shared by 
8 or more persons of all ages and sexes—single men and family groups are 
mixed with no privacy for either; frequently insanitary conditions of all kinds 
encourage the spread of disease ; facilities for personal bathing and the washing 
of clothes and dishes may consist of a single spigot for an entire camp; and 
there are seldom facilities for heating in the spring and fall, or for the preserva- 
tion of food in hot weather. 

The great stumbling block is the cost. Few individual farmers have found it 
economically feasible to provide adequate quarters for workers whom they 
employ for only a few weeks out of each year. Rarely have farmers combined 
to provide quarters on a group basis although the cost to each, if credit were 
available to such groups on a reasonable basis, would be substantially reduced. 

This bill is the first practical attack on the countrywide problems of costs 
and credit. Similar Federal programs of direct loans and of loan, or mortgage, 
insurance, for long terms at relatively low rates of interest, have stimulated 
the production of other types of needed housing. The same encouragement 
should logically be provided for the construction and improvement of living 
accommodations for migrant agricultural workers whose need is at least as 
great as any other group in our country. Reducing the cost of financing ade- 





1 Books have not yet been closed for fiscal year ending June 30. 
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quate accommodations will remove the only logical arguments against the 
enactment and strict enforcement of high minimum standards, by individual 
States, for the occupancy of migrant housing. 

In order to increase the effectiveness of this attack on the combined problem 
of credit and costs, we urge the adoption of two types of amendments. These 
pertain to: 

I. Minimum standards for living accommodations. 

II. Eligibility for loans and loan insurance. 


I. MINIMUM STANDARDS 


We understand the Secretary of Agriculture has the authority to set minimum 
standards for such living accommodations and will do so through the Farmers 
Home Administration. However, since the aim of this bill is to improve existing 
conditions, we urge the inclusion of specific references to: (1) the necessity of 
meeting minimum standards; and (2) the type and quality of standards which 
must be met. 

1. Minimum standards to be required.—Living accommodations should meet 
standards prescribed by the Secretary of Agriculture, or those of the State or 
locality in which the accommodations are located, whichever are higher. 

2. Type and quality of required standards.—We do not wish to see the law 
cluttered with details and, therefore, urge that reference be made only to the 
general nature of the required standards. Two essential points should be made: 
(a) Such housing must be suitable for family use; and (0) the Federal stand- 
ards should be similar to those suggested by the President’s Committee on 
Migratory Labor. 

(a) Family use: All living accommodations for agricultural migrants, which 
receive the benefits of Federal loans or loan insurance, should be suitable for 
family use—that is designed and constructed so that they may be occupied with 
decency by a family group of various ages and sexes. Housing which is suitable 
for family use can also be occupied with decency by single adults, but dormi- 
tories and other types of housing for unattached workers lack all the require- 
ments for decent family use. 

Few, if any, farmers know whether their next year’s workers will be single 
adult males, family groups, or a mixture of both; certainly none of them can 
forecast the composition and nature of his labor force throughout the next 5 or 
10 years, let alone for the 33-year period for which loans and loan insurance may 
be granted. Unless suitability for family use is required, it is likely that a very 
large proportion of the accommodations provided or improved, under the terms 
of this bill, will be suitable for single persons only, since such housing is some- 
what cheaper than family accommodations. 

(b) Standards of the President’s Committee.—These standards, as your com- 
mittee knows, can be found in the report of May 4, 1956, Agriculture Labor 
Camps. They include such features as water supply, sites, sanitary facilities of 
all kinds, light and ventilation, and cooking and heating stoves. 


II. ELIGIBILITY FOR LOANS AND LOAN INSURANCE 


We urge the making of two changes which will (1) extend eligibility and thus 
increase the number of organizations, or entities, which are encouraged to pro- 
vide adequate living accommodations, and (2) help eliminate some of the current 
abuses which are the result of the provision of homes, jobs, and wages, in one 
package, by a single owner on his own farm. 

1. Extension of eligibility—Both loans and loan insurance should be available, 
not only to associations composed of farmers, but also to certain other associa- 
tions and groups provided they can show they are responsible and nonprofit in 
nature. We urge the inclusion of the following, “municipalities, public agencies, 
and authorities, and private organizations such as cooperatives, church groups, 
and civic organizations.” 

There is no sound reason for eliminating responsible organizations, public or 
private, which will provide and operate the needed accommodations on a non- 
profit basis. Heretofore, the problems of cost and financing have been so great 
that only an occasional community, such as Benton Harbor, Mich., has engaged 
in such operations. However, some of the public and private groups which have 
been actively involved in improving the lot of migrants might be interested in 
providing living accommodations under the terms of this bill. Accommodations 
planned and operated by such groups are likely to be community assets. 


; 
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2. Limitations on the insurance of loans to individual farmers.—We urge an 
amendment which will discourage the provision of living accommodations by an 
individual farmer on his own farm unless the provision of accommodations by a 
group of farmers is clearly impractical. Group-sponsored accommodations would 
be impractical only if there are no other farms in the area which use or need 
migrants, or if the farms which use or need migrants are at such distance from 
each other that daily transportation of workers from a central location would 
interfere with a full day’s work. 


Migrant camps which are provided by a group, even if the group consists 
no more fl ” or 3 farmers, Will have advantages a i rest of their more 
central location, their larger size, and the ( pancy fe 1m d of 
eacn | I Far 1 re nportant the eliminat \ "ann i! vhich 
are common today and which have proved almost impossible to control through 
inspection, plus the reduction of the complet ependence of migrant families 
on a single farm and farmer and thereby | the in lepen ‘ Ds, 

' i \ } | ; 

he agricultural migrant and his far 

Among the abuses found frequently ! 2 1] housed 
and employed on a single farm are: employment of young children and adoles 
cents, at stoop labor and for long hours, in violation of State laws; workers 
prohibited from earning a day’s pay on a neighboring farm, ev: though the 
alternative is idleness and no pay; payment of wages whi re substantially 
helow the local average for other farm labo; failure to charge a standard 
rental for accommodations while subtracting :n unspecified ount from wages: 
provision of groceries and other supplies at preminm price 


CONCLUSIONS 
i 


In summary, the National Consumers League, together with the State leagues 
of New Jersey and New York, support enthusiastically both the purpose and 
principles of H. R. 11793. The enactment of this bill, even in its present form. 
would undoubtedly bring about some improvement in the living conditions of 
some migrants However, its effectiveness will be greatly increased by the 
adoption of amendments which will: (1) encourage the provision of additional 
accommodations under the sound auspices of certain public and private non 
profit groups: (2) insure that accommodations receiving Federal aid are suit 
able for family use and meet minimum standards of decency, safety, and sani 
tation: (3) assist in breaking up the package of jobs, home and wage, by en 
couraging group-sponsored housing which will decrease the dependence of the 
agricultural migrant on a single farm and farmer. 

We are grateful to the members of the Subcommittee on Housing of the Bauk 
ing and Currency Committee for this opportunity of presenting our opinions 


on H. R. 11793. 





STATEMENT OF GEORGE H. FRATES, WASHINGTON REPRESENTATIVE O HE NATION AI 
ASSOCIATION OF RETAIL DrRUGGISTS RE RELOCATION PAYMENTS TO DISPLACED 
SMALI-BUSINESS CONCERNS IN URBAN RENEWAL PROJECTS 


To the Housing Subcommittee of the House Banking and Currency Committee: 
GENTLEMEN: My name is George H. Frates. I am the Washington repre- 


sentative of the National Association of Retail Druggists, an organization com- 


i 





posed of 36,000 small, independent, retail druggists—practicing their profession 
in every State of the Union and the District of Columbi: Our local office is at 
1163 National Press Building Dr. John W. Dargavel is general manager and 
executive secretary of the NARD, with headquarters at 205 West Wacker Drive 
Chicago. Ill. Each State pharmaceutical association and the District of Colum- 
bia Pharmaceutical Association is a member of the NARD 

We address vour committee asking that you give serious consideration to 
provide increased relocation payments to displaced small-business concerns in 


urban renewal projects. 

Many of our people will face bankruptcy when the Government dispossesses 
them of their property and an established business—unless adequate compensa- 
tion is forthcoming. : 

For example, in the Lincoln Square area in New York City the death bell has 
sounded for over 600 businesses. Five pharmacies in that neighborhood would 
be completely put out of business. Many of them have been in the area for 
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upward of 27 years Where will they get the money to open up hew pharmacies? 
In other parts of the country similar conditions prevail. 

H. R. 6655 by Representative Emanuel Celler is a start in the right direction 
but does not begin to be liberal enough to fairly compensate those who are forced 
out of business. 

We are reliably informed that many of the 800 businessmen who were wiped 
out in the Washington Square project in New York City are on the welfare and 
unemployment list 


Respectfully subluitted. 
GEORGE H, FRATEs. 
FLORIDA Fruit & ViGETABLE ASSOCIATION, 
Orlando, Fla., July 10, 1958. 
Subject: HH. R. 117938, to amend the Housing Act of 1949 to authorize loans for 
rrant labor housing to farmers and farm associations 
H ALBERT RAI 
Chairman, Subcommittee oi Banking and Curreney, 


House Office Building, Washington, D.C. 








DreAR CONGRESSMAN RAINS: With respect to the hearing to be held July 14, 
LO5S8 n H. R. 11798. this association wishes to go on record in behalf of the 
agricultural industries it represents with regard to the need for this legislation 
and the potential good that it will accomplish in the State of Florida in alleviat 
ing the shortage of adequate housing facilities for migratory farm laborers. 

] \iore than nf HOO aay ent ral Kers niust be recruited each seas mn from 

ll le the boundaries f the State of Florida, in order to prevent the loss of 

vetable opical fruit, and citrus industries. Many thousands 
bring their f ilies to Florida, with the result that housing 
vided f an estimated 150,000 out-of-State migrant workers 
ilies In addition, the agricultural industry must provide housi 
( ho re ei e Sti of | id hut ni 
rea to another wit the State during the § months of majoi 


hear yperation \ f these workers are also accompanied by familie 
hich further adds to the housing problem 

’. During World War Itl—when Florida agriculture was asked to greatly 
increase its production to meet wartime needs—it was impossible for growers 
and farmers to obtain materials for the purpose of constructing private farm- 
labor housing. The Federal Government did establish eight major farm-labo1 
camps, Which subsequently have passed into the hands of local housing authori 
tie however, the existence of these camps served only to delay the develop- 
ment of an acute housing shortage which has existed in Florida since the end 
of World War II when demobilization occurred. Since that time Florida 
farmers and growers have been unable to secure adequate and reasonable loans 
for the acquisition, construction, improvement, repair, alteration, or replace 
ment of dwelling accommodations for the use of migratory farm laborers, either 
through banks, private lending institutions, or through the facilities of the 
State or Federal Governments. The acquisition or development of new labor 
housing, and the maintenance of older labor housing, has therefore been largely 
limited to the cash resources of each individual grower and farmer. With pro- 
duction constantly rising during the postwar years, there has been an attendant 
increase in the demand for migrant farm laborers and the housing shortage has 
become acute. The general public, the press, and Government officials have been 
highly critical of the slow rate of progress in meeting this housing problem. 

3. It is a well-established fact that since World War II the production costs 
in all phases of Florida agriculture have steadily increased. Future progress 
in the alleviation of the farm-labor housing shortage is seriously threatened 
by the lack of long-term financing. 

t. H. R. 11798 provides the means by which farmers or associations of farm- 
ers could obtain loans for the aequisition, development, and maintenance of 
decent, safe. and sanitary housing facilities for agricultural workers. No other 


such means is in prospect. 


Mm 


>. H. R. 11793 is fully supported by this association, whose membership rep 
resents the majority of the production of vegetables, tropical fruits and citrus 
in the State of Florida. Florida’s agricultural economy is of great importance 
to the Nation. Over 20 percent of the Nation’s supply of fresh vegetables and 
tropical fruit, and over 75 percent of the Nation’s supply of citrus products 
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produced in the State of Florida. We must have an adequate supply of harvest 
labor in order to maintain this important role in the Nation’s economy. The 
Florida State Employment Service and the United States Department of Labor 
have advised us that the prospects of obtaining additional migrant workers in 
the years ahead, as well as maintaining our present supply of migrant farm- 
workers, will be dependent in large measure upon the availability of adequate 
farm-labor housing. The Federal agency has stated repeatedly that the farm- 
labor housing shortage in other parts of the Nation is a contributive factor to 
the widespread farm-labor shortages that exist in such areas. 

6. Florida’s Interagency Committee on Migratory Labor, named by Florida’s 
yovernor, LeRoy Collins, 3 years ago to work with this association and the 
agricultural industry in solving many problems involving migratory farmwork- 
ers, has found that the farm-labor housing shortage is the major problem in 
this State. The State health department has been forced to take an aggressive 
role in the condemnation of housing that could not be properly maintained by 
the farmer-owners, due to their lack of resources for maintaining such facilities. 
During the course of the many industry meetings held by this committee it has 
become manifest that the agricultural industry must have aid of the type pro- 
posed in H. R. 11793 if it is to successfully cope with the farm-labor housing 
problem. 

Fa\orable action on H. R. 11793 by the Committee on Banking and Currency 
would be a sound and important step forward, providing both the means by which 
the lives and living conditions of our migratory farm laborers and their families 
can be improved and made more in keeping with modern American standards as 
well as the means by which our agricultural industry rid itself of the restrictive 
influences of inadequate farm labor housing facilities and meet the challenge of 
the future. 

In urging favorable action on this bill, Florida’s farmers and growers are 
merely asking that sources of long-term credit be opened to them, similar to those 
made available to other segments of our economy for housing purposes, so that 
they can, upon their own initiative and enterprise, develop and maintain adequate 
housing facilities for migrant farmworkers without subsidy from or cost to the 
United States Government. 

Very sincerely yours, 
JOFFRE C. Davin, Secretary-Treasurer. 


NortH AMERICAN STUDENT COOPERATIVE LEAGUE, 
Berkeley, Calif., July 8, 1958. 
Congressman ALBERT RAINS, 
Chairman, House Subcommittee on Housing, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN RaAINs: By way of introduction, the North American Stu- 
dent Cooperative League is an organization of student room-and-board coopera- 
tives, the great majority of which are located at universities in the United States. 
Our total membership is about 50,000. 

In December 1957 at the league’s annual convention, the enclosed resolution was 
unanimously approved. It is my opinion that the proposed change in section 401 
of the Housing Act of 1950 would be more of a clarification of the spirit of this 
section rather than an important change in its meaning. 

The largest student cooperative in the Nation, as you perhaps know, is in 
Berkeley, Calif., at the University of California. It now serves 900 students, or 
5 percent of the total enrollment here. In a few years, when the university will 
have expanded over about 30 percent of our property, and when the enrollment 
will have increased by up to 50 percent, the need for low-cost housing should be 
a good deal greater than it is now. To meet this challenge we would like to be 
able to build a new cooperative dormitory ; hence our interest in an amendment 
to the Housing Act of 1950. Other student cooperatives all over the United States 
would be similarly encouraged to expand to meet the demand for low-cost housing. 

To clarify the reason for our existence and for our desire to meet the need that 
exists for low-cost housing, the 1957-58 Bulletin of the University of California 
at Berkeley lists the room-and-board rates for a full school year as: 


Unirersity residence halls__._.__.__.--.-_ .- ach is meats $7 
Co-op (plus 5 hours work per week) —------------------ a ‘4 wt 458 


25 
’ 
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Figures such as these are roughly correct for all student cooperatives in the 
Nation. 

Recognizing that a proposed amendment to this effect, H. R. 13107, is appearing 
before your subcommittee, I would like to urge you to help us in any way that you 
are able. 

Sincerely yours, 
KARL SEFr, 
President, North American Student Co-op League. 


RESOLUTION CALLING FOR AMENDMENT OF Hovusine Act or 1950 


Whereas the number of students living on campus has been increasing at a 
tremendous rate; and 

Whereas there exists a need for low-cost student housing ; and 

Whereas in many instances institutions of higher learning are unable to 
resolve this need ; and 

Whereas cooperative student housing associations have difficulty in acquiring 
financing for new construction ; and 

Whereas title IV of the Housing Act of 1950 (Public Law 475, 81st Cong.) 
approved April 20, 1950, as amended, and further amended by the Housing 
Amendments of 1955 (Public Law 345, 84th Cong.) approved August 11, 1955, 
provides that loans may be made to nonprofit corporations established by eligible 
institutions of higher learning for the sole purpose of providing housing or other 
educational facilities for students and faculty without regard to their membership 
in, or affiliation with, any social, fraternal, or honorary society or organization 
where the title of the project will pass to the eligible institution; and 

Whereas cooperative student housing associations are nonprofit corporations 
established for the purpose of providing housing or other educational facilities 
for students or students and faculty, but are not eligible for loans under the 
College Housing Amendments of 1955 because they were established by students 
of institutions of higher learning rather than by the institutions themselves: Be it 

Resolved, That the North American Student Cooperative League go on record 
as favoring further amendments to the Housing Act of 1950 to provide for loans 
to cooperative student housing associations which have been recognized by 
institutions of higher learning, but which are not established by institutions 
of higher learning, but rather by students themselves. 


METROPOLITAN ASSOCIATION OF GENERAL IMPROVEMENT CONTRACTORS, 
Washington, D.C., July 10, 1958. 
Hon. ALsBertT RAINs, 
Chairman, Housing Subcommittee, 
House Office Building, Washington, D. C. 


Dear Mr. Rarns: Since the enactment of section 221 of the National Housing 
Act approximately 1 million United States citizens have been—or are going to 
be—displaced by an action of Government. Yet, thus far, only about 1,500 resi- 
dential dwellings are in the process of rehabilitation to accommodate these un- 
fortunate victims, the great majority of which belong to the underprivileged 
and/or minority groups. 

Small builders and improvement contractors who are responsible for carrying 
out the purpose for which section 221 was created, are severely handicapped by 
the existing conditions under which this provision operates. We therefore urge 
you most sincerely to take the following topics under advisement as you approach 
the final stage of deliberations on the revised Housing Act of 1958. 

I. The most important part of the section 221 program—a part which is not 
duplicated by any other form of subsidized housing—is the one pertaining to 
rehabilitation of existing dwellings for sale (or for continued occupancy by 
owners after rehabilitation). It would satisfy most requirements provided 
suitable dwellings are obtainable. Extending the applicability of section 221 
from city limits into the “general market area” of a community will meet the 
demand for dwellings and will also allow families displaced outside city limits to 
benefit from the program. We strongly support the proposed revision of the 
Housing Act in this respect. 

II. The paramount obstacle in the present form of section 221 is its complex 
and time-consuming procedure of authorization and certification. Displacement 
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by Government action has become a frequent, nationwide phenomenon inherent 
in the growth of our highway system, expansion of cities, their health and edu- 
cational needs, and our fight against blight. It will take place in almost every 
community to some degree, sooner or later; yet, only about 165 communities 


have so far been certified under the program, and of these, only 50 have actually 
started using it. 




















ro make 221 financing a workable program wherever needed, it should be 
available in any municipality and its general market area: provided, however, 
that the applicant furnish proof of Government action causing displacement, 
ind that the competent FHA office for t area establish eligibility of borrower 
and propert) This would maintain fficient safeguards for the purposes 
intended, but would also make these benefits readily avail: hen ar 
displacement occurs 

Iii. The present loan ceiling of $9,000 has been found inadequate in many 
cases because it could not cover existing encumbrances and p for rehabili 
tion of the dwelling: moreover, the “hig! t area” va nt of $1,000 seems 
impractical and would become unnecessary if the ceiling were raised sufficiently 
to absorb most major contingencie We therefore suggest that the loan ceiling 
be placed at $12,000 per unit, and that high cost area exceptions be omitted 

* Whe ‘1r obstacle now prevalen the hestit 1 f private lenders to 
make 221 ins Here, the onl emedy en be the introdu nm of direct 
lending facilities as a substitute for un Lil private inds ind as sul 
stitute only, to be used as a last res 

VY. Fi we would like t strongly emphasize the need for separating 
section 221 program and procedure from urban-renewal operations under section 
220 or a other prog based on pr planning and certifi oO A ccord- 
ing to the wording and intent of the Vv. secti 2Y?1 is designed to ass 
ilies not “municipalities.’ It should be 1 le accessible to families undet 
reasonable safeguards, but free of other formalities, prerequisites, or require 
ments involvi 1 host of re i lmu ip g nmen In 
the ice, a set of thre le ) ) . s d, na I 
of rwcement (bv a high d rtn 1 sper ( ‘ ca 
t m oT ¢€ f 1 (np ] We! i¢ é ( Irie id 1T>I> i ) 
rroperty and borrower by loca HA hice Under suc] Sp ection 221 
vould be ¢ program bot! era m i benent l dance with 
the spirit in whicl Ss create 

We neere \ nope go ne t Se ( I ‘ 
finalization of the Housil \ by y er 

Sincerely 
| | \ 
STATEMEN BY HowWarRD ROVELSTAD, Director OF LIBRARIES AND PROFESSOR 
LIBRARY SCIENCE, UNIVERSITY OF MARYLAND 

Mr. Chairman and members of the committee, my name is Howard Rovelstad 
I am director of libraries and professor of library science at the University of 
Maryland and former chairman of the American Library Association’s buildings 
committee, which has been active in the area of college and university building 


programs. I am expressing the ews of the American Library Association, 
a nonprofit, professional association of more than 20,000 members, consisting 
of librarians, trustees, and friends of libraries interested in the development, 
extension, and improvement of libraries as essential factors in the educational 
program of the Nation. 

The American Library Association wholeheartedly supports the proposed 
amendment to title IV of the Housing Act of 1950 (college housing) to anthor 
ize loans under the college housing loan program for the construction, rehabili 


tation, alteration, conversion, and improvement of classroom buildings and other 


academic facilities. The association assumes, of course, that the term “academic 
facilities” in udes libraries. 
LIBRARIES IN THE TEACHING PROGRAM 
It is evident that this amendment would not only make possible, but would 


also stimulate, the construction of great \ needed library buildings on the 


campuses of colleges and universities all over the country In our institutions 
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of higher education, the availability of good library facilities is second in 
mportance only to the availability of good faculties. Many people have said 
that the library is the heart of any educational institution. Textbook learning, 
valuable as it may be at some levels, is not enough at the college level and the 
principal value of the college library lies in its ability to supplement the class 
room, laboratory, and lecture ball. In so doing, the college library performs 
an essential funtcion in the total program of improvement of higher education 
in the Uniied States 


he 


The significance of libraries to an educational program is emphasized by t 
following points: 

l. Every phase of the teaching program depends on libraries. From the first 
required course in English to the most advanced seminar in nuclear physics, 
every course is dependent on libraries rhis means that greater facilities for 
the utilization of books are required. 


2. Greater seating capacity is needed because there is 





n increasing reliance 
on books in the teachir process and because more independent and related 
reading is expected of each student. 

3. Accrediation of colleges and universities depends heavily on adequate li 
brary facilities, 

1. Extensive research programs, many of which are financed through Gov 
ernment contracts and which are involved directly or indirectly with national de 


fense, rely extensively on libraries. 





UMBER OF STUDEN IS TO BE SERVED 


ittee on Education Beyond the High 


ies are expected to perform “somethin 


The report of the President’s Com: 
Sch ol states th it college md m ive 
close to a miracle in the next 10 to years.” They must provide an educa 
tional program of high quality for at least 6 million students by 1970—twice the 
number of students now enrolled. This figure is realistic: it is based on the in- 
creased birthrate of the 1940's and the greater percentage of high-school gradu 
i Mucatiol The increasing number of students 


eans that libraries must provide more seating 








ates who continue their 


tha pace 
Another important factor is the increasing number of students who do not live 
on the campus, but who commute, often from considerable distances. They 


also add to the demands for library resources and seating capacities 
ADEQUACY OF LIBRARY BUILDINGS 


Many existing library buildings fall far short of meeting minimum standards 
even for present enrollments In a survey made in 1951 by the buildings com- 
mittee of the American Library Association, for example, many libraries re 


ported that they could seat only 5 to 10 percent of their students. These per 






centages are far below acceptable standards, which require seating space for at 
least 25 percent of the student body. Moreover, the number of students will un 


doubtedly increase in the next quarter of a centur In addition, no building 
now being planned can overlook the fact that the collections may double in size 
in 25 vears 

FINANCING LIBRARY BUILDINGS 


Never before has there been such an explosive demand for library facilities 
in higher education. Our specialists in this field tell us that in the years from 
1951-55, some 176 academic libraries were built at a cost of $103,908,000 The 
projected figure for 1956-60 is 288 library buildings at an estimated cost of $222 
983,000. This is an average of over three-quarters of a million dollars each, and 
no corners can be cut to reduce it without reducing educational services which 
are more valuable than money 

Formerly, private donations, foundation grants, and State appropriations al 
lowed construction to keep somewhat in pace with requirements. But in the 
past 25 vears the construction of only 2 libraries has been financed entirely by 
foundations; the large foundations in recent years have rarely given money for 
capital expenditures. Gifts for buildings from alumni and friends now are sel 
dom made. State resources are extended to the extreme 

This is the situation faced by colleges and universities, public and private 
across the country just at a time when enrollments are expected to double in 
from 10 to 12 years 


28431—58 46 
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The library building, like the classroom building and the laboratory, is not a 
building that is self-liquidating. More and more institutions, however, are 
operating on budgets that allow certain amounts to be earmarked for capital ex- 
penditures. Therefore, long-term Federal loans, at low interest rates, for library 
buildings of educational institutions could be utilized to meet a pressing need. 

On behalf of the American Library Association, I urge your favorable con- 
sideration of legislation that would provide adequate long-term Federal loans 
for the construction, alteration, and improvement of academic facilities, in- 
cluding libraries. 

Thank you for the opportunity you have given me to present the views of the 
American Library Association on this amendment to the Housing Act of 1950. 





CONFERENCE OF PRESIDENTS OF SECTION 213 COOPERATIVES, 
New York, N.Y. 

The Conference of Section 213 Presidents of New York City speaks for all the 
213 cooperatives in the New York metropolitan area and is comprised of the chief 
officers of these cooperatives. It strongly urges the Congress to enact and ex- 
pedite legislation whereby payments of the FHA-insured mortgage premium are 
liberalized. 

Preferably the conference would like to have enacted H. R. 8674, introduced in 
the 85th Congress, 1st session, by Congressman Lester Holtzman, of New York 
City. This bill aims to reduce the insurance premium absolutely to one-half of 
1 percent, which, in view of the experience to date, seems adequate. However, 
in view of past experience with this type of bill, because of the unyielding posi- 
tion of FHA Commissioner Norman P. Mason to any categoric reduction of the 
insurance premium, an alternative remedy draws the support of the conference. 

Reference is made to a proposal, endorsed by the FHA, itself, presumably 
under the direction of Commissioner Mason and also on a recommendation made 
to the FHA, according to a report, by the noteworthy Cooperative Advisory 
Committee on FHA. This proposal, it is advised, recommends to the Congress 
that a mutual cooperative insurance fund, paralleling the highly successful fund 
establishment for section 203 mortgages be set up for the section 213 mortgages. 

Quoting from a statement made by Wallace J. Campbell, director, Cooperative 
League of the U. 8S. A.: “Such a fund would make it possible to pass on to the 
consumer the economies which are made possible through cooperative ownership 
and operation of housing developments. This technique would also make it pos- 
sible for FHA to continue its current schedule of insurance but reduce the effec- 
tive rate by refunds to the cooperative as the savings are earned. This pro- 
cedure is already used in the mortgage fund covering single-family homes in the 
overall FHA program.” 

Let us consider the following : 

All knowledgeable and beneficial insurance ties up the collection of premiums 
with an experience factor. Merely to allow a premium fund to accumulate is 
an unconscionable wrong against the true principle of insurance. This is not 
insurance but squirrel nut collections. It begs the question of insurance: When? 
How much? The FHA is aware of this as anybody else and has acknowledged it 
in section 203 collections ; why not in section 213? 

Consider further implications of a unilateral premium insurance fund: 

Funds withdrawn from live sources and made sterile in spiraling and top- 
heavy reserves wreak a wrong upon the economy. These funds penalize not only 
those who have no losses yet must continue to pay a high remium, but subtract 
from spendable sums that are at a premium in spendable sources. Another im- 
portant point: It should not be overlooked by the Congress that unabated col- 
lections by a Government agency pose the very real danger of a bureaucratic 
buildup. Year after year the FHA, almost alone of all Government agencies, 
has continued to show a surplus. Considerable personnel, new offices have been 
opened up in over 35 States. It is significant that this has been at the expense 
and not at the gain of the taxpayers in the cooperatives who are immediately 
concerned. Many of them have had and will continue to have rent increases. 
The premium payments, of course, are not the sole reason for these increasing 
charges in section 213 cooperatives (high tax rates and assessments and the in- 
flated economy are principal causes) but patently, high premium payments 
hinders rather than promotes liquidity. In this light, in the light of a drain, is 


not therefore the one-half of 1 percent now being paid by the 213 cooperatives 
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defeating its own purpose, namely, the purpose of insuring maximum reserves 
with minimum losses? One-half of 1 percent may not appear a lot of money to 
fight for in the overall cost picture, but for many of the large cooperatives in 
New York City this sum often means the difference between no net and a small 
net. 

Is it then to argue that unless the premium insurance is reduced the section 
213 cooperatives will pass over permanently into the red and will have no other 
resourse to reduced costs? Not at all. But it is undeniable and irresistible 
that should the premium be reduced solvency will be attained with less strain. 

As the record wij] show the section 213 program, despite a bad start, is a 
successful one. Settion 218 cooperatives are flourishing and working out their 
problems in a democratic manner. It is solely on the ground of equity rather 
than largess that the plea to reduce the premium insurance is made at all. 
Consider the following extracted from a letter received by the United Housing 
Foundation sent by Harry E. Johnson, chief counsel, Cooperative Housing Sec- 
tion Legal Division, FHA: 

“Our record as of April 30, 1958, with regard to section 213 management-type 
projects are as follows: We have insured 159 projects covering 26,842 dwelling 
units and involving a total mortgage amount of approximately $267,800,000. 
Of this number two projects have been closed. These two projects are the 
Booker T. Homes located in Seat Pleasant, Md., involving 92 units and an 
original mortgage amount of $846,600. Inasmuch as the Booker T. Homes proj- 
ects have not as yet been disposed by the commissioner we do not at this time 
know what loss, if any, will be sustained.” 

From the foregoing we can deduce how truly infinitesimal is the loss ratio 
to date in connection with section 213 housing. 

In his testimony before the Senate Subcommittee on Housing on May 19, 
1958, to which previous reference was made, Wallace J. Campbell, referred to 
the section 213 program in connection with the financing as follows: 

“While this is small (total sum contrasted with overall FHA program) * * * 
the accomplishments are substantial enough to prove that an important job can 
be done and that part of the problem of middle income housing can be met 
with fine, livable dwellings at no cost to the taxpayer. As a matter of fact, 
the pregram has brought into the FHA an estimated $8 million more than the 
cost ef the program to the FHA.” 

Very good for the FHA; but let us remember that the beneficiary was in- 
tended to be the American middle income family which buys into a cooperative 
and not any Government agency no matter how laudable and sound its operation. 

The conference would like also to accompany its appeal for a mutual co- 
operative insurance fund with an endorsement of the Clark-Multer bill. This 
legislation, which has a history dating back to 1949, has for its purpose the 
removal of jurisdiction over all cooperative housing insured by the Federal 
Government from the FHA and the setting up of a Cooperative Housing Ad- 
ministration, independent of the FHA but continuing under the parent body 
of the Home and Loan Finance Agency. The conference believes, along with 
Congressman Multer and Senator Clark that, without prejudice to the FHA, 
which has done ably thus far, cooperative housing, eventually, will reach such 
proportions and will require such supervision and direction that the FHA, 
already overburdened with conventional housing insurance will not be able to 
do full justice to the tremendous task. Hence a separate agency is indeed 
called for, for what we have in Government insured cooperative housing is not 
merely a housing program, but a movement within our democracy that will give 
it vitality, endurance, and meaning to all. 

IRVING SHERMAN, 
Chairman, Conference of Section 213 Presidents. 





STATEMENT OF ALBERT WHITEHOUSE, DIRECTOR INDUSTRIAL UNION DEPARTMENT, 
AFL-CIO 


The Industrial Union Department urges approval of H. R. 11793 with certain 
amendments which we think would improve the bill and make the program more 
sound and workable. 

Surely we are all agreed that most of the housing in which migratory farm 
workers are compelled to live is extremely poor from almost any standpoint 
and is, indeed, a disgrace to this great, rich Nation. Decent housing for sucb 
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workers is usually not available at all in areas adjacent to their work, and when 
it is available physically it is beyond their reach financially 

The housing problems of migratory workers in this country are as old as 
migration itself and there is certainly no need for me to burden the record with 
the evidence. Among those conscious of the needs of migrants, there has been 
agreement for many years that something should be done to improve housing 
for them, but no one has come forward with a program which was acceptable 
and adequate to the task. State and local minimum housing standards and in- 
spection have certainly been desirable where they could be secured, and in 
some areas have upparently resulted in some improvemeyt. All of us know, 
however, that it is impossible to fix minimum standards Migh enough to bring 
about real improvement in facilities if the adoption of such standurds would 
preclude the use of any considerable portion of the facilities existing at a par 
ticular time and place. Moreover, it would seen: te be simple justice to provide 
the financial means to enable farmers and others to build new and better o1 
improve existing housing if we hope to have uny success in securing more ade 
quate housing for migratory workers. 

It is with these thoughts in mind that we urge passage of H. R. 11793 

We do believe, however, Mr. Chairman, that this bill could be improved by 
certain amendments which I would like to touch on in detail. 

1. Section 514 (a) of the bill should be changed to authorize the Secretary 
to make loans to farmers, State and local public agencies, nonprofit cooperatives 
religious and other civic bodies, as well as associations of farme 

Conditions vary so greatly over the Nation, and even within State or county 
that it would be well to write this law in such a way as to provide maximu 








flexibility in administration. Some State or local governments might well be 
interested or become interested in assisting in solving the migratory housing 


problem; others might establish public agencies for this specific purpose or au 


thorize existing agencies to broaden their activities into this field. There ar 
many religious and other civic bodies with a deep interest in the neglected 
migrant workers who might get into this program and by expe entation estab 


lish a pattern which could be spread into other areas or adopted by farmers o1 


farmers’ associations or governmental agencies. 


2. Section 514 (b) should be amend to take into account the recommenda 
tions made regarding section 514 (a) if adopted by the committee The lan 
guage of section 514 (b) is currently applicable only to “associations of farm- 


ers. Similar language should be included applicable to other types of loan 
applicants, except for the two changes we suggest in relation to the present 
lancuage of section 514 (b) 

We urge that section 514 (b) (5) be amended to read substantially as follows: 

Loan applicants should agree that the proposed acquisition, construction, im 
provement, alteration, repair, or replacement of dwelling accommodations and 
related buildings and structures shall meet the ininimum standards for sucl 
construction or changes fixed by the Secretary, but that any higher standards 
fixed by the State or local governmen 1 Which the facility i ocated shall 


prevail 


In addition, we believe that the law should stipulate that the Secretary 
when establishing such standards, should insist that all such h ing should 
be usable or readily convertible into housing for families listingnished 
from single workers We do not believe that the Congress should envisage or 
promote a housing program unfit for use by families 

We see no reason why “approval by the local governing bo of the com 
munity in which it is located or to be located” should be required except as 
to minimum standards or to meet existing laws on sanitation. zoning. et« 
which would certainly apply in any event We do not believe local govern 
ments should be permitted to e the office it the secretary tf block otherwise 
worthwhile and legal housing improvement 

We would further urge that section 514 ) be revised t require payment 
of the lowest possible interest rate, lower than 4 percent it is r view that 
the social problems which resul from substandard housi wtor th most dis 


advantaged of all working groups in the Nation are so widespread and of such 
significance as to warrant the lowest possible interest rate In Wuny areas, in 
the past as well as the present, the Congress has not hesitated to use the 
instrumentality of Federal loans at low interest rates to achieve worthwhile 


goals. We know of no more worthwhile goal than to sec ure decent housing Lor 
all of our people, and particularly for poorly paid people who toil in the fields 
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Hired farm labor has been generally discriminated against in labor and social 
legislation, and migratory farm labor as a group stands almost outside the pale 
of American life. Suffice it to say that only in the field of migratory farm 
workers has the Congress found it desirable to let down the barriers against 
the importation of low-paid workers from outside the country. If this exemption 
can be justitied on the basis of public policy, if American agriculture cannot 
function without the availability of a poorly paid block of workers who are 
virtually unprotected by normal labor and social security laws except for those 
minimum protections written into international agreements, then it would 
seem to follow that over the long pull every reasonable effort should be made 
to raise the level of, living of this group. One means to this end would be to 
ix the interest rate on housing for them at the lowest possible level, a sub- 
sidized rate if necessary. 





We are not opposed to section 515 (a) because we are anxious to achieve 
any kind of progress in migratory housing, but we frankly do not believe that 
private lending nugeucies can or will make funds available under the terms 
of this section for the purposes set forth. 

We urge that section 515 (b) (8) be stricken as written because we do not 
believe that an insurance fund should be used to pay the cost of administration 
of the program. Assuming that this committee considers an insurance fund 
desirable, it should be un insurance fund only, and not a supplement to Federal 
tax revenues. We are aware that the provision parallels a provision relating 
to farm housing, but we believe there is sufficient difference in the require 
ments for success of the two progranis to warrant the application of a different 
insurance provision. 

We sincerely hope that you will report and that the Congress will enact a 
good bill which will be a milestone on the road to a better life for migrant 
workers. 


STATEMENT OF THE PHILADELPHIA CATHOLIC HOUSING COUNCIL, 
PHILADELPHIA, PA. 


The following is testimony respectfully submitted for your consideration: 

The Philadelphia Catholic Housing Council is an organization of Catholics 
interested in analyzing problems in the field of housing and urban affairs and 
contributing toward a solution of these problems on the basis of Christian prin 
ciples. The council does not speak in any official capacity tor the Archdiocese 
of Philadelphia, but represents the informed opinion of persons in the housing 
profession and the social sciences. 

The Philadelphia Catholic Housing Council recognizes the importance of this 
bill, we do wish to offer some recommendations in writing together with our 
more elaborate written statement submitted last December to Senator Joseph 
S. Clark (cf. Urban Renewal in Selected Cities—testimony before the Senate 
Committee on Banking and Currency, December 16 to 18, 1957) 

1. It is in our view urgent that the swepping highway program now getting 
under way be provided with equitable provisions for relocation of tenant families 
displaced when these highways cut through our cities, particularly when they 
cut through poorer and more deteriorated sections of the cities. By any human 
standard and by any standard of wise city planning to prevent the unregulated 
movement of overcrowding and blight, this relocation is a legitimate and essen- 
tial expense of the highway program. If, practically speaking, the relocation is 


= 


to be effec tively performed, its cost must be allocated between Federal, State, 
id city governments in the same proportion as the cost of the highway program. 
Actual administration should be in the hands of a city relocation agency so 
as to allow a maXimum of flexibility, e. g., in some communities a finder’s fee 


¢ 


may be necessary because of a tight housing market but in most it will not. 
Such decentralization and flexibility can make for maximum effectiveness and 
minimum cost consistent with justice for the displaced family and with pre 
vention of the spread of blight. Unless, however, the highway program now 
incorporates just provision for the relocation cost of tenant families it will do 
more than thwart the efforts of cities to stem blight; it will become, in fact, 
a government program which treads heavily upon the basic necessities of the 
poor of our cities. 

2. Special encouragement should be given to public housing to meet the needs 
of large families in the low-income bracket This group whose housing needs are 
ften most acute and who supply a disproportionate amount of today’s potential 
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juvenile delinquents and tomorrow’s adult citizens has had little success to date 
in gaining admission to public housing. While eligible families with 1 or 2 
children and no priority can very often gain admission to public housing almost 
at once, a veteran family with 6 or 7 children which has been displaced by code 
enforcement or a highway may never get in. The problems and some recommended 
steps to correct this grave defect are treated in the statement before Senator 
Clark’s committee. Public housing must now take mature and determined steps 
to meet this need, e. g., a provision which will extend higher cost limits per room 
on units experimenting with dormitory bedrooms for large families as developed 
in the Chicago city-State program. 

3. We urge the Congress to amend the existing housing law so that when land 
under urban redevelopment is sold for public housing, the city government, 
which must in the future provide a tax subsidy on this housing not be also re- 
quired to pay a subsidy of one-third the writedown cost. De facto this has 
meant that extremely little urban redevelopment land has gone to low-income 
housing and that while the middle-class neighborhoods have strenuously resisted 
the entrance of public housing in their area the land taken from the poor has gone 
almost entirely, though this is not the case in Philadelphia, to middle and upper 
middle class residents. To achieve some justice in the redistribution of urban 
land, to make possible the building of public housing which will meet the neglected 
demand from large families and which will be a sounder milieu for family life 
and for the rehabilitation of problem families we then urge that the city’s contri- 
bution to the land cost writedown on title I land be waived where that land is 
used for public housing. 

4, The urban renewal program, i. e., community conservation, which was in- 
itiated in 1954 despite its promise and intrinsic logic, has yielded, we understand, 
virtually no completed or active projects and shows but scattered concrete promise. 
We believe that the thinking of this program is basically sound and urge that 
procedural requirements, redtape if you will, on these projects be inspected and 
cut to a minimum and tbat, if financing is a major barrier the Government 
quickly explore the possibilities for solving this through cooperation with private 
finance and through additional aids extended through FHA and FNMA. We 
would also recommend that the local agencies administering this program be 
certain that the renewal areas are demarcated along real neighborhood lines 
and not simply by some convenient artificial boundaries already being used for 
city administration. Unless the neighborhood conservation program soon spreads 
and lives up to its original and real promise of stemming blight through coopera- 
tion with local civil groups the resulting morass of deterioration in our cities 
will make necessary a vastly expanded and far more expensive program of urban 
redevelopment and program of urban redevelopment and public housing. 

5. The Government has decided that housing is an important industry in 
which Government action can seek to reverse the economic slump. It has 
decided that it is quicker and possibly more desirable to do this through Federal 
aid to private housing than through any sharp acceleration of the urban rede- 
velopment, public housing, and neighborhood conservation programs. The 
decision may be a wise one, but it also entails risks and responsibilities. The 
policy of very low downpayments or practically none on VA homes has brought 
into the housing market people who might not otherwise have purchased, people 
who are marginal to homeownership. This can be good. Many of these people, 
however, are young families who may be hit by unemployment or sharply reduced 
income if the slump continues and there is talk by some of the many expert 
economists of another winter of 5 or more million unemployed. Hence, the 
program of stimulating the economy through stimulating the private housing 
market can cause many families serious economic loss and a sense of failure 
unless it and the other measures taken to right the economy are quickly 
successful. We would urge that the Government remember whose resources 
and hopes are being gambled here and that it support these new homeowners 
with a vigorous program to restore full employment. 

As the slump may, it is said, well last into the middle of next year or into 
1960 we believe that prompt completion of already authorized urban redevelop- 
ment, public housing, neighborhood conservation, and highway construction 
should definitely be effected and that new contracts, particularly those in which 
construction can begin with minimum delay should also be signed. This is 
desirable from the point of view of the positive good these programs accomplish, 
of the general need of the Nation’s workers, business, and international position 
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for an end to the slump, and of the young families who may otherwise be 
hooked by a low-downpayment lure into losing their shirts and their hopes for a 
home later on. 





[News release from Philadelphia Catholic Housing Council, December 18, 1957] 
CATHOLIC Hovusine CouNcIL URGES CHANGES IN GOVERNMENT HOUSING PROGRAMS 


The Philadelphia Catholic Housing Council today urged the Federal Govern- 
ment to face up to the problems of families who are affected by the growth of 
urban renewal programs. In testimony before the Senate Banking and Cur- 
rency Subcommittee on Housing holding hearings in the Philadelphia Customs 
House, the housing council stated that, “Should the Federal Government break 
faith with the city officials and citizens, whose cooperation it has sought, * * * 
by cutbacks and revocations * * * the future of American cities will be sacri- 
ficed and the family life of thousands will be damaged.” 

The council cited three separate problems involved with urban renewal: the 
hard core of disabled families turned up in slum clearance; the housing famine 
that afflicts larger families; and the high land costs that hinder the provision 
of decent homes for low-income families. 

The council urged that disabled or problem families must be cared for so that 
their serious domestic difficulties do not frustrate the good family housing aims 
of public housing programs. Public housing should not be turned into the 20th 
century equivalent of the 19th century county poorhouse, harboring a multitude 
of hard-core problems. The council recommended— 

1. Raising of public housing income limits to admit more normal wage- 
earning families to public housing. 

2. A top-level national social service study committee on problem families. 

3. An end to the placement of large numbers of low income families in high 
rise buildings. Such concentration magnifies family problems and promotes 
social irresponsibility. 

To meet the severe housing problems faced by large families, public programs 
should— 

1. Concentrate building programs entirely upon producing larger units 
with three or more bedrooms for a limited period of time. 

2. Permit dormitory bedrooms for children of the same sex in public 
housing. 

3. Government should finance a national study of the best large family 
housing programs so that the best means of meeting the large family need 
can be found. 

4. Used housing should be remodeled for larger family use. 

5. Private builders should be encouraged to build larger units. 

On the problem of high land costs that force high rise building and concentra- 
tion on smaller units, the Catholic Housing Council stated that public housing 
should be freed from the burden of paying one-third of the land costs under 
title I of the National Housing Act redevelopment provisions. 


[Bulletin from the Philadelphia Catholic Housing Council, Philadelphia, Pa.] 


(The Philadelphia Catholic Housing Council is an organization of Catholics 
who are interested in analyzing problems in the housing field and contributing 
to their solution on the basis of Christian principles. The council does not 
speak in any official capacity for the archdiocese. Suggestions or criticisms 
about this newsletter will be welcome.—John F.. Connors, editor) 


NEIGHBORHOOD CONSERVATION—A PROGRAM IN SEARCH OF SOMETHING To CONSERVE 


Urban renewal is the general term that describes a system of various planning, 
housing, traffic, and law enforcement programs aimed at restoring life to our 
aging and ailing cities. Though urban renewal programs, which are almost 
universally under Government auspices, are still experimental, one of the most 
frequently mentioned and popular urban renewal goals is neighborhood con- 
servation. This approach seeks to preserve good neighborhoods from the in- 
fluences of poor land use, substandard housing, overcrowding and other forces of 
blight that create slum conditions. 
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Philadelphia is about to invest $3 million annually in a neighborliood conser 
ation program designed to preserve hea i | areas. The first five 
areas that will receive attention have already been chosen. These areas will 
be subjected to a variety of corrective activities which may create more open 
space, remove blighting influences, change the traffic pattern, step up housing 
code enforcement : stimulate local inter n maintaining good local con 


litions. 





The selection of the local areas to receive conservation treatment raises many 








problems and brings the urban renewal program face to face with some of the 
most confusing and discouraging featur of life in the modern industrial city. 
Conservation areas have been selected from planning analysis sections drawn 
on the map of Philadelphia by tl ity planni ommission. These outlined 
sections are not neighborhoods i1 socio] ense, nor dor h ity plan 
ning commission claim that they are. They are merely venient subdivisions 
of the city’s geographical area. These a iy ¢ ay not istitute any 
real neighborhood entities. Nobody really know 

Whether or not there is any real neighborhood or community embraced by 
the pi ted neighborhood conservation program is believé o be a matter 
of indifference by some planners The administrators of 1 mn renewa pre 
grams might consider even the raising of such a question irrelevant or mere 
hair-splitting. But whether the geographical units picked for conservation 
represent real or potential neighborhoods or whether they are just arbitrary 
map divisions may make all the differen n the world to the suece or failure 


of conservation. 

What kind of a city do we want as a result of urban renewal and conserva 
tion? Do we want a continuous expanse of undifferentiated areas with highly 
mobile and interchangeable populations, and no real distinction—save perhaps 
an economic one—between one residential area and another? Or do we want 
a city comopsed of a series of interdependent but distinct neighborhood entities 
with definite characteristics and local variety? If we want the latter, and 
this council’s members believe that we do, then we should direct present con 
servation efforts to that end. The impersonal. shifting. crowd world of big 
city mass life is not our aim. Ina democratic society, we believe that we should 
seek a pattern of city life which will elicit the greatest amount of personal! re 
sponsibility on the part of all citizens toward the common good. In other 
words, we should try to promote good community life in our city by building 
our city in a form which aids this kind of life. We should promote the primary 
residential community and the neighborhood as the basic local unit of demo 
cratic life. This cannot be achieved overnight It may take generations. 
But wise planning should set us on the road today. 

What do we have to know in order to define a neighborhood, actual or po 
tential? We would need to know the natural boundaries and the conscious 
boundaries of a given population area. In the present condition of our cities, 
many sections have all but lost all sense of community. In such areas new 
neighborhoods should be summoned out of the present formless mass. New 
boundaries, preferably of greenery and open space, would have to be established 
This should be conservation’s first task. 

Next, the optimum population size of the neighborhood should be determined 
Admittedly, this is a difficult question. No rigid, uniform number need be 
sought, however, and our basic criterion is clear in that number which best 
facilitates widespread personal responsibility and a vital community life 

We would also have to know the existing social structure of the area. This 
should not be too difficult to uncover: censns data, local leadership surveys, ete., 


could provide much of this knowledge Che group life of the area—economic, 
ethnic, cultural, ete—should be known. Having studied these elements and 
the question of mobility of the residents, the planning of facilities conld begin 
in earnest. As it is now, we lack correlation of these data. We may be con 
serving and encouraging local patterns and institutions in miscellaneous fashion, 


1 


without any real thought as to what kind of a final community form the urban 
renewal program should be used to create. 

The flight to the suburbs means among other things that many people are 
terribly dissatisfied with the formlessness and anonymity of urban life. They 
seek and value more orderly and natural conditions for primary residential 
life. Only in such conditions can the integrity of local community life be main- 
tained. Civic training and education, participation, responsibility and coop- 
eration flourish best in communities of definite size, character and tradition. 
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Unless we can produce distinct, livable, self-reliant neighborhoods that will do 
most of the job of sustaining themselves, democratic action in civie affairs will 
be replaced by big government intervention that will assume increasing control 
of even the little world of the local community. 


MEMENTO 


The council asks that all those who read this newsletter kindly remember 
in their prayers the seven children who were killed in a slum dwelling fire 
on March 29. Let us pray that our citizens will have the mercy, zeal and thirst 


for justice to remove the housing conditions that cause such tragedies. 


THE PHILADELPHIA CATHOLIC HOUSING COUNCIL, 
Philadelphia, Pa., July 8, 1958. 
CHAIRMAN, SUBCOMMITTEE ON HOUSING OF THE BANKING COMMITTEE, 
House of Representatives, Washington, D.C. 


DEAR Str: Attached is additional testimony for your subcommittee. 
Yours very truly, 
JOSEPH R. STANTON, /’resident. 


ADDITIONAL TESTIMONY FROM THE PHILADELPHIA CATHOLIC HOUSING COUNCIL 
ON THE NEEDS OF LARGE FAMILIES 


The Philadelphia Catholic Housing Council believes that the famine of hous- 
ing for large families in programs operated under the Public Housing Adminis- 
tration is so grave that special note should be taken by this subcommittee of 
these condtions. Large families of low income are virtually excluded from pub- 
lic housing in most of our major cities because existing units with three or more 
bedrooms are fully occupied and additional large units are not being constructed 
in any proportions that come close to meeting the need. We believe that this 
subcommittee should recommend the following changes in the conduct of the 
public housing program. 

1. Rigid cost limitations set by the Public Housing Administration on the 
average cost per unit in each separate project should be lifted for the construc- 
tion of units with four or more bedrooms. 

2. Widespread experiments with dormitory bedroom arrangements for large 
family units should be encouraged and cost ceilings adjusted in favor of such 
arrangements. Dormitory bedrooms for large families are entirely consonant 
with health, efficiency, and property, and would go far toward breaking the 
lockout of large families from public housing developments. 

3. The purchase of existing housing in good condition for public housing use 
may be one way of finding units large enough for families with more than six 
children. The Philadelphia Housing Authority is working on a plan to pur 
chase existing homes, and other authorities should be enabled to do so. 

t. Existing public housing units should be converted to eliminate smaller 
units, which are frequently a rental problem, and produce units with 4 and 5 
bedrooms. 

We call these facts to your attention because we believe the plight of large 
families is both urgent and long-overdue for solution. The Philadelphia Catho 
lic Housing Council is an organization of Catholics who are interested in 
analyzing problems in the housing field and contributing to their solution on 
the basis of Christian principles. The council does not speak in any official 
capacity for the archdiocese of Philadelphia 


STATEMENT OF TIE COMMITTEE OF OFFICIALS ON MIGRATORY FARM LABOR OF THE 
ATLANTIC SEABOARD STATES OF THE COUNCIL OF STATE GOVERNMENTS IN SUPPORT 
oF H. R. 11793 


The committee of officials on migratory farm labor of the Atlantic seaboard 
States is made up of State officials designated by their respective governors to 
consider the problems associated with the seasonal movement of farmworkers 
and to formulate proposals to alleviate the lot of these unfortunate people. Given 
this responsibility, the committee has devoted much time to devising ways and 
means of improving housing for migrants, perhaps the No. 1 problem in a problem- 
beset area. 
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Ultimately the committee of State officials concluded that the best hope for 
success lay in a two-pronged attack consisting of (1) a firm State program of 
inspection and closing of the worst camps, or their marked improvement, and 
(2) a Federal program of loans and insurance of loans for farmers and associa- 
tions of farmers for the construction and improvement of migrant housing to 
meet certain minimum standards. It was with these aims in mind that repre- 
sentatives of the committee approached Congressman Paul G. Rogers, of Florida, 
and, as we understand it, H. R. 11793 meets the second of these specifications. 

The committee proceeded on the assumption that the agricultural segment of 
the economy has not enjoyed any considerable prosperity in recent years. It 
assumed further that many farmers would improve migrant housing if their 
financial situation or credit standing permitted. It felt that no State program 
to force the improvement of standards could succeed unless there was available 
to farmers credit on reasonable terms and conditions. To be candid, the com- 
mittee of officials on migratory farm labor is not concerned with providing an 
additional or alternative source of credit to farmers whose credit standing or 
financial situation generally is strong enough to enable them to improve their 
migrant housing without further ado if they desire to do so. The committee is 
concerned, however, with that large group of farmers who are able to secure 
credit for operating expenses from private sources on reasonable terms and 
conditions but who find it difficult if not impossible to obtain credit for capital 
expenditures from private sources on similar terms and conditions. The com- 
mittee sees in the loan provisions of H. R. 11793 an opportunity to meet this 
critical credit need without the necessity for a farmer’s having to take what 
amounts to a “pauper’s oath.” It hopes that in the administration of the pro- 
gram, the Farmers’ Home Administration will give sympathetic consideration 
to loan applications of these farmers. 

The committee of officials has requested that associations of farmers be made 
eligible for loans and insurance of loans in the belief that in many areas groups 
of farmers with smaller migratory labor requirements would find it possible 
and desirable to take advantage of the bill’s provisions. The committee feels 
that such farmers would find that larger housing camps could be built and main- 
tained at less cost to the individual farmer than a larger number of smaller 
camps built on individual farms. The committee believes that association camps 
would, on the average, achieve higher health, sanitation, and recreation stand- 
ards than smaller camps. It is convinced that such larger camps will facilitate 
State regulation and supplying of services. 

Further with respect to the eligibility of associations, it has been brought to the 
attention of the committee of officials since the introduction of H. R. 11798 that 
States or local agencies should be made eligible for loans and insurance of loans. 
The Benton Harbor, Mich., story is an example of the construction by a munici- 
pality of migrant housing facilities that have not only improved housing condi- 
tions for migrants but have become a community asset. The committee would be 
gratified to see this achievement repeated and would support an amendment to 
make local or State agencies eligible for participation in the program. 

Concerning the insurance of loans, the committee believes that the insurance of 
housing mortgages has become an accepted practice and that its extension into 
the area of migrant housing would be timely, desirable and practical. The com- 
mittee feels that through authorizing the insurance of migrant housing loans Con- 
gress will open a credit source not now available without committing itself to a 
large appropriation. 

From conversations that representatives of the committee of officials have had 
with representatives of the Farmers Home Administration, the committee’s un- 
derstanding is that the Secretary of Agriculture has authority to set standards 
and that it is unnecessary to spell out such standards in law. For the sake of 
the record, however, the committee of officials would like to make clear that, in 
supporting this legislation, it assumes that standards comparable to those sug- 
gested by the President’s Committee on Migratory Labor for State regulation of 
agricultural labor camps would be imposed by the Secretary. In passing, it might 
be observed that our representatives were assured by Farmers Home Administra- 
tion officials that their standards were as high as and more comprehensive than 
those suggested by the President’s Committee. 

Further in connection with standards, the committee of officials feels that 
section 514 (b) (5) is unduly restrictive and should be modified. Most camps 
are located outside corporate limits and few counties have building codes and 
zoning ordinances. Furthermore, in municipalities or counties where zoning 
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ordinances or building codes are in effect, as a rule a body other than the “local 
governing body” is required to approve or disapprove the action described in the 
subsection. In some States farm labor camps are under the jurisdiction of a 
State department or agency. The committee of officials on migratory farm labor 
would like to suggest that the subsection be amended to make clear that Federal 
regulations and standards are to apply unless local (State, county or other local) 
regulations and standards are higher, and to permit State law to specify what 
“local governing body” is to approve, assuming local standards are in fact higher 
than Federal. 

One final point relating to standards—the committee of officials believes that 
the law or the legislative records should specify that housing constructed or 
approved should be suitable for occupancy by either family groups or single males. 
It would be ironic if a measure so closely related to alleviating the lot of the 
east coast migrant—where traveling in family groups is the pattern—should 
serve aS a means of restricting family travel in the east or elsewhere in the 
country. 

In conclusion, the committee of officials on migratory farm labor of the Atlantic 
seaboard States would like the record to show its strong endorsement of H. R. 
11798. No doubt some changes are needed in the bill to improve it—and indeed 
the committee of officials has suggested certain amendments—but the committee 
is convinced that the purpose sought to be achieved by the Rogers bill is financially 
sound and socially desirable. 

The committee of officials is grateful to the Subcommittee on Housing of the 
Committee on Banking and Currency of the House of Representatives for having 
been accorded this opportunity to express its views on H. R. 11793. 


May 19, 1958. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Curreney Committee, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN SPENCE: We are taking this means of expressing our views 
on the Rogers bill, H. R. 11793, dealing with loans and insurance of loans to 
associations of farmers for migrant labor housing. 

Farmers Union is an organization of family farmers dealing primarily with 
legislation designed to make the family farm more secure. However, we are 
deeply concerned with the fate of the American migrant worker, knowing full 
well that hundreds of thousands of them are ex-family farmers, made bankrupt 
by the last 5 years of agricultural depression. It is our wish that they be 
given the opportunity the opportunity to again become family farmers, but that 
does not seem likely to happen in the immediate future in the economic atmosphere 
created by the Benson-Kisenhower farm policies. 

We can appreciate the dilemma of the Council of State Governments whose 
officials are faced with the responsibility of seeing that the full range of com- 
munity services, e. g., schools, housing, welfare, health, and sanitary facilities 
are provided for migrant workers. Viewed in this light, the matter of housing 
is only one small aspect of the whole problem. Another problem is that created 
by housing and living standards being set for foreign migratory workers with 
no such standards to protect our own domestic migrant workers. 

We do not feel that human beings should be abused and exploited in any 
labor program. And as an organization whose aim and purpose is to work 
for the welfare and security of family farmers, we especially do not believe 
that industrialized agricultural enterprises should be subsidized through pro- 
grams to perpetuate a system of agriculture we believe to be foreign to the 
welfare and interest of the Nation. As we have pointed out above, the services 
needed to meet adequately the needs of migratory workers involve more than 
just housing. These services are expensive and are a burden upon taxpayers 
in general, including farmers who may realize little or no direct benefit and 
whose long-range interest is directly contrary to the interests being served. 

With respect to title V of the Housing Act of 1949 and the Rogers bill which 
would amend it to make possible loans for housing migratory workers to asso- 
ciations of farmers we offer the following: 

1. We do not believe it is administratively feasible to charge the local govern- 
ing body with approval of construction, improvement, alteration, repair, or re- 
placement of buildings involved in a loan to be made by the Federal Government 
except as the interest of the local body may apply after security and other re- 
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quirements of the loan are met. It is our position, therefore, that paragraph 514 
(b) (5) be amended or deleted. 

2. Since it has become the practice of large-scale farms and marketing groups 
to discriminate against migratory workers with families, we believe that the bill 
ought to be amended to require that the housing provided be suitable for family 
occupancy. 

3. To prevent the formation of “paper” associations and in order to keep the 
assets limited to the housing to be constructed and thereby to keep security re- 
quirements at a minimum, all of which is possible under the present draft of the 
bill, we support an amendment to paragraph 515 (b) which will specifically give 
the Administrator of the program the authority to require security outside the 
assets of the association from individual members in the form of equity in land 
and buildings and such other additional property of individual members as is 
necessary to assure payment of the debt. 

4. Inasmuch as migratory workers occupy housing in a given locality for only 
a few weeks out of each year under normal circumstances, the question arises as 
to the use of such housing over the remainder of the year. It does not seem real 
istic nor practical to have housing of the type needed for migratory worker 
families vacant during long periods and subject to vandalism. It ought to be open 
to tourists and other community uses. 

5. To insure uniform standards of housing for which loans are made, we sug- 
gest that a provision be incorporated into the Rogers bill to require States and 
their local governing units to meet standards to be established by the Federal 
Housing Administration. 

The points enumerated lead us to conclude that with all the interests of the 
local and State governing bodies in providing facilities, including housing, that 
Federal loans of the nature provided for in the Rogers bill should be made to 
local and/or State units of government instead of to associations or groups. 

In effect such housing would then become community housing and would be 
subject to such uses as served the interest of the community as a whole. This 
being the case, we feel that the Rogers proposal should be considered not from 
the sole interest of agriculture which is the basis of providing that the program 
be administered by the Department of Agriculture. More realistically, such a 
prozram should be administered by the Housing and Home Finance Agency under 
their communities facilities loan operations. We believe that the Rogers bill 
should be amended so as to give authority of the type envisioned in the Rogers 
bill to this agency and that its use be extended only to communities who want it 
in the interest of all concerned 

Sincerely, 
JOHN A. BAKER, Directo 


UNIVERSITY OF WISCONSIN, 
ladison, Wis... May 138, 1958 
Congressman HENRY 8S. REUSS, 
Committee on Banking and Currenct 
House of Repre sentatives, Washington, D. ¢ 


DEAR CONGRESSMAN Revss: I understand that hearings on the coliege housing 
program will be held shortly by the House Subcommittee on Housing, Banking 
and Currency. 

According to the information received here from the American Council on 
Education and the HHFA, the original $100 million authorized for loans to 
construct unions and student centers will be exhausted by July 1958. Since 


the administration housing bill introduced by Senntor Capehart carries no 
provision for additional funds for this purpose, this would mean—unless the 
administration bill is amended—that the union and student center phase of the 
college housing program would terminate for lack of funds and create a most 
serious situation for colleges and universities in their efforts to meet the living 
needs of the greatly increased number of students predicted for the 1960's 

The American Council on Education and the Association of College Unions, 
representing the colleges and universities of the country, have recognized the 
critical nature of the problem and are recommending that an additional $50 
million be authorized for loans for unions and student centers so that this part 
of the housing program can continue 

I urge you to support this recommendation for authorizing $50 million in 
additional loan funds for unions and student centers, for the sake of Wisconsin 
colleges to which the college housing program has meant so much and of insti- 
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tutions throughout the country that are still in the process of making their 
plans to meet college enrollment problems of the future. 

You may know that there is a tendency in some quarters to think of unions 
and student centers only as social or recreational facilities and therefore some- 
how less essential than housing. This, however, is an unfortunate misunder 
standing. 

I have had occasion to visit unions througout the country. ‘The main core of 
most unions is the space devoted to dining facilities. Typically, more students 
are served every day by the union dining facilities than all other union facilities 
put together. This is true, for example, of our union at Madison and of the union 
at Milwaukee 

In addition, the trend in recent years has been to build a central dining hall 
for dormitory students within the union. All of the nine Wisconsin State college 
unions, for which HHFA has already committed funds, are deliberately planned 
this way—because it is much cheaper to build a central dining hall, add a few 
common rooms and services, and thus establish a union, that it is to build and 
operate separate dining rooms and common rooms within each dormitory 
Most of the projects approved by HHEFA under the original union and student 
center authorization (59 out of 71 projects through November 1957) provide 
for the dining halls which serve dormitory students, or commuters, or both. On 
urban campuses like Milwaukee, where most students commute, the crucial need 
is for dining for such students, and not for bedrooms 

AS everyoue recognizes, dining is an essential complement to sleeping rooms 
But it is possible to build central dining halls for commuters and for dormitory 
students living in buildings which provide only sieeping rooms only under the 
union and student center authorization of the college housing act To termi 
nate the union and student center phase of the program at this time would 
thus result in a serious imbalance in meeting the living needs of students. It 
means that those institutions which have already built sleeping-room-only dor 
mitories, or are committed to this pattern in their campus planning, would be 
without the means of financing the necessary dining halls, unless they cou 
obtain private financing, which is very dificult for many institutions to arrans 
at terms they can afford, or to arrange at all 

I knew of scores of institutions which are relying upon the union and student 
center authorization of the College Housing Act to finance their essential dining 
facilities. Many already have their dermitories. In Wisconsin, Milwaukee 
Loowner is one institution in this situation; the planning for a union which is 
essentially the central dining hall for dormitory students and commuting students 
is just beginning. The University of Wisconsin at Milwaukee needs no dormi 
iories Whatever, but it must provide dining for some 6,000 commuting students 
by 1965; it has recommended that a new union dining hall be built for this 
nurpose and is relying upon HHFA loans for financing, as have the Wisconsin 
State colleges 


It should be pointed out, further, that authorizing funds for loan for union 
construction does not confliet with, or take away from, the allocation of funds 
for sleeping quarters Kor those institutions which need both sleeping rooms 

lining ina union simply means that that much more 
money is released under the housing phase of the program to build more bed 


and dining, the provision of « 


rooms, inasmuch as the dormitory funds do not then have to be used for dining 
halls as well as bedrooms 

I am sure that the higher education institutions of Wisconsin and all the 
parents who will be sending their sons and daughters to college will appreciate 
anything you can do to insure the continuation of the union and student center 
financing by the HHFA and thus make provision for the dining halls and essen 
tinl services that will be needed in the future 


Sincerely 


Porter Burrs, Directo 


ASSOCIATION OF COLLEGE UNIONS, 
Ithaca, N. Y., May 28, 1958. 
Congressman ALBERT RAINS, 
Chairman Subcommittee on Housing, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 
Dian CONGRESSMAN Rains: The Asseciation of College Unions, representing 
ges and universities, respectfully submits the attached resolution 
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adopted unanimously by 300 delegates assembled at the national conference of 
the association on April 23. 

This resolution urges that Congress continue the existing college union and 
student center phase of the college housing program. 

The resolution supports the recommendation of the American Council on Edu 
cation that Congress authorize an additional $50 million for loan to colleges 
and universities to aid in financing unions and student centers. 

We understand that the $100 million fund originally authorized for unions 
and student centers will be exhausted by July 1958, and that this part of the 
college housing program therefore will soon come to an end unless additional 
funds are authorized. 

Lack of Federal loan funds for unions and student centers would present a 
most serious problem to colleges and universities in their efforts to meet the 
living needs of the greatly increased number of students predicted for the 1960's. 

It is generally recognized that the basic living needs of students are for bhed- 
rooms and board. 

Dining facilities are provided in one of two ways: Either as part of a dor- 
mitory or in a separate structure. Such separate structure is commonly called 
a union building or student center. The main core of most unions and student 
centers is the space devoted to dining facilities, supplemeted by the common 
rooms and essential services students need between and after classes. 

The trend in recent years has been to build a central dining hall for dormitory 
students within the union—because it is much cheaper to build a central dining 
hall, add a few common rooms and services, and thus establish a union, than 
it is to build and operate separate dining rooms and common rooms within each 
dormitory. For example, most of the projects approved by HSFA under the 
original union and student center authorization (59 out of 71 projects through 
November 1957) provide for the dining halls which serve dormitory students, or 
commuters, or both. 

On urban campuses, where most students commute, the crucial need is for 
dining for such students, and not for bedrooms. 

3ut it is possible to build central dining halls for commuters and for dormitory 
students living in buildings which provide only sleeping rooms only under the 
union and student center authorization of the College Housing Act 

To terminate the union and student center phase of the program at this time 
would thus result in a serious imbalance in meeting the living needs of students. 
It would mean that those institutions which have already built “sleeping room 
only” dormitories, or are committed to this pattern in their campus planning, 
would be without the means of financing the necessary dining halls, unless they 
could obtain private financing, which is very difficult for many institutions to 
arrange at terms they can afford, or to arrange at all. In other words, many 
institutions would have facilities where students could sleep but none where 
they could eat. 

In the case of other institutions where dormitory commitments have not been 
made, if there are no Federal funds for financing unions and student centers 
and the institutions are forced by the terms of the Housing Act to build the 
necessary dining facilities and common rooms as part of the dormitories, this 
would mean that much of the fund authorized for dormitories would have to be 
spent on dining halls and common rooms; and therefore fewer bedrooms could 
be built and many less students provided for under the Housing Act than would 
otherwise be possible. 

Thus, the union and student center phase of the housing program has the 
following important advantages: 

1. It permits colleges and universities to meet the living requirements of 
students in a balanced way and in accordance with the local circumstances and 
needs of a given campus. 

2. It accomplishes the necessary dining facilities at less capital outlay and less 
operating cost. 

3. It makes the funds for dormitories go further in building more sleeping 
quarters and providing for more students. 

The need of the colleges and universities for union buildings and student 
centers is very great. 

Of more than 1,700 recognized institutions of higher education, only about 
500 have been able to finance unions and student centers to date. The remainder 
feed their students in classroom basements (in some cases only vending machines 
are available) ; in temporary World War II (and even World War I) surplus 
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wooden frame buildings; in old converted class buildings that are frequently 
fire and health hazards: in dormitories on a crowded, double or triple shift basis; 
or notatall. In many urban institutions where students commute, students must 
eat bag lunches sitting on the stairs of campus buildings, or travel long distances 
to downtown lunchrooms or their homes. 

(We can supply the names of many institutions where the above conditions 
prevail. ) 

Few of these institutions without unions and student centers are prepared to 
handle well their present students, not to mention the increased enrollments to 
come. 

At the central office of the Association of College Unions we hear by mail and 
by phone every few days of institutions which are just beginning to plan union 
and student centers to feed their dormitory or commuting students, or both. In 
most cases they are relying upon the HHFA loans to assist in the financing of 
the new buildings. They express grave anxiety over the news that HHFA loan 
funds may be exhausted by this summer. 

On behalf of such institutions and the tens of thousands of students who need 
the facilities, we appeal to your committee to support the continuation of the 
union and student center loan program. 

EpeGar A. WHITING, 
Secretary 
(For the Association of College Unions). 


RESOLUTION OF THE ASSOCIATION OF COLLEGE UNIONS WITH RESPECT TO THE COL- 
LEGE HOUSING PROGRAMS AND THE IMPORTANCE OF THE AUTHORIZATION OF 
ADDITIONAL FuNpsS To AID IN THE FINANCING OF SERVICE FACILITIES SUCH AS 
COLLEGE UNIONS AND STUDENT CENTERS (ADOPTED UNANIMOUSLY APRIL 23, 
1958 ) 


Whereas it is reported that the $100 million originally authorized by Congress 
for loans to aid in the financing of service facilities (such as college unions, 
student centers, infirmaries, etc.) under the college housing program will be 
exhausted by July 1958, and that the administration housing bill introduced by 
Senator Capehart carries no additional authorization of funds for this purpose ; 

Whereas the present college housing legislation as amended in 1955 has been 
of incalculable value because it provides for the essential complements of bed- 
rooms, in terms of college unions or student centers which provide dining rooms, 
common rooms, and necessary service facilities for dormitory and other students ; 

Whereas experience shows that a central dining hall combined with supple- 
mentary common rooms and services is often the best and most economical 
means of meeting the living needs of students, as contrasted to building similar 
facilities within each dormitory at higher cost and with much more limited use; 

Whereas colleges will be seriously handicapped in meeting the needs of in- 
creasing number of students if, due to lack of available funds for college unions 
or student centers, they can finance only buildings for sleeping rooms in many 
instances and none for separate dining and essential service facilities: Be it 
therefore 

Resolved by the 300 delegates assembled at the national conference of the 
Association of College Unions at Michigan State University on April 23, 1958, 
representing the 323 member colleges and universities of the Association. That 
Congress be urged to continue the existing program of assisting in the financing of 
college unions, student centers, infirmaries, etc., by adopting the recommendation 
of the American Council on Education Committee on Relationships of Higher 
Education to the Federal Government which calls for an increase of $50 million in 
the funds available for loan for such facilities, thus avoiding a critical imbalance 
of provisions for the essential living needs of college students ; 

Further, that copies of this resolution be transmitted to the President of the 
United States, to the House and Senate Banking and Currency Committees, to 
the Housing and Home Finance Agency, and to the American Council on Edu- 
eation. 
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NATIONAL COUNCIL OF THE CHURCHES OF CHRIST 
IN THE UNITED STATES OF AMERICA, 
DIVISION OF HOME MISSIONS, 
Park Ridge Ill., May 29, 1958. 
Representative ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
House Office Building, Washington, D. C. 

Dean Mr. Rains: We are very much interested in the welfare of migrant agri- 
cultural labor in the United States as well as the welfare of the growers who 
hire them. 

We have studied carefully House bill 11793 which amends the Housing Act of 
1949 to help growers finance the provisions of better housing for migratory farm 
labor. 

We feel that this is a most constructive way to approach this difficult problem 
and would urge that you do all 

Sincerely yours, 


within your power to secure its passage 


WILLIAM E. SCHOLES, 
Central Reagion Director Migrant Ministr 





STATEMENT OF JOHN F. LONG, PRESIDENT, COOPERATIVE HOUSING BUILDERS 01 
\MERICA 

The following stutement has been prepared and is submitted to the committee 
by John F. Long, as president and on behalf of the Cooperative Housing Builders 
of America, a nonprofit corporation, whose membership consists of the major 
cooperative housing builders in America. The membership of this specialized 
froup Das constructed 1 excess Of S2OO lion f homies during t ‘ past IS 
months. The aims and purposes of this organization are to: 

1. Develop better quality houses at less cost to the homeowner and still provide 
2 reasonable protit for the builder. 

-. To more fully develop and expand modern housing in the United States. 

3. To endeavor to make possible the acquisition of homes for the large number 
of citizens now deprived of the opportunity to purchase homes. 

t+. To provide better community living in all new housing developments by 
providing community and recreational facilities. 

5. To assist in the urban renewal program by carefully planning future hous- 
ing projects so as to prevent an increased growth of blighted areas. 

In an endeavor to achieve these goals, this organization submits the follow 
ing recommended legislative proposals to the Subcommittee on Housing of the 
House Banking and Currency Committee with the sincere hope that the Housing 
Act of 1954 will be amended in such a manner by the housing bill now under 
consideration by this committee so as to permit the carrying out of this program. 

To effectively carry out this program, this association, with the practical and 
experience background of its members, feels that the adoption of the following 
eight major proposals are essential and that if these proposals are made effective 
by legislation and administrative rules and regulations of the Federal Housing 
Commissioner a new and dynamic era in home construction in America will be 
realized. 


FIRST PROPOSAI 


The first and essential element of the proposal of the program proposed herein 
is that authorization to build community and recreational facilities for individual] 
co-ops, and groups of individual co-ops, should be extended on all types of the 
cooperative housing program under section 213 of the National Housing Act with 
provisions that the costs of said improvements be included in the mortgage. 
Section 105 (b) of S. 4085, passed by the Senate last week, provides for the 


inclusion of community facilities in sales type and investor-sponsored projects 
In the past such community facilities and commercial facilities were limited to 
management type projects. We beleve that community and recreational facili 


ties should be available to all programs under section 213 of the National Hous 


ing Act and that in addition to the provisions in the Senate bill in this regard, an 
additional provision should be made so that several co-ops can join together in 
operating and maintaining a common or joint community facility. 

The proposal in the Senate bill, if expanded as suggested herein, would open 


velopment of housing projects in Amer- 








an ¢ irelv new « ncept and era in the 
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ica today. Communities all over America are being rapidly developed without 
any provisions for recreational areas because the builders cannot afford to donate 
such facilities and the municipalities involved are not financially able to furnish 
them at the time they are needed. The result is that in most cases thickly 
populated and overbuilt subdivisions are being constructed. These areas, like 
their predecessors can easily become eventually blighted areas which to cure will 
add to the already tremendous cost of the urban renewal program of the United 
States Government. 

Any legislation which will expand the development of community facilities will 
considerably lessen the burden on cities and towns in the matter of supplying 
adequate park and playground areas and will go a long way to prevent the 
increase of blighted areas in the future, thereby avoiding the necessity of the 
expenditure of large sums of money for urban-renewal programs. 

The development of community and recreational facilities in neighborhood 
areas will considerably reduce juvenile delinquency in that it will provide recrea- 
tional outlets under proper supervision for every child in the area served. An 
excellent example in this connection is the Maryvale Community in Phoenix, 
Ariz. <A 15-acre park was donated by the builder to the county and according to 
Captain Cappello, chief of the Maricopa County Juvenile Division, within 7 
months after completion of the park, the juvenile delinquency in the area was 
decreased by 50 percent. A recent survey conducted by the National Recrea- 
tional Association in February of this year of communities of 10,000 people 
revealed that the juvenile crime rate has a direct ratio to the adequacy of parks 
and playgrounds in the various areas studied. In this survey, using a 100 
percent crime ratio for an area without any park facilities, the survey disclosed 
that where areas had 100 percent adequacy in park and recreational facilities 
that the juvenile crime rate dropped to less than 24 percent. From a cost stand- 
point alone, this represents a tremendous savings in governmental expenditures 
in police supervision and operation of correction homes not to mention the 
savings in reducing property destruction. 

The actual costs of these community and recreational facilities when amortized 
over 40 years represents a very small obligation to each member of a project. 
For example, a 200-unit project could be served by a 5-acre park with swimming 
pool at a cost to each individual member of approximately $2.50 per month for 
retiring the indebtedness and maintaining the park. The cost per member of a 
project should even be less if several groups were to combine in supporting one 
common community park of an adequate size to fill the needs of the members. 
This type of program should be provided for the middle income group in less 
expensive homes. It is for this reason that we propose that the Senate amend- 
ment to th eHousing Act of 1954 be broadened to permit two or mre separate 
co-ops to jointly operate a community facility for its members. This program 
should be applicable to and would be adaptable to both management and sales- 
type projects under section 213. 


SECOND PROPOSAL 


Considering the additional burden on the members of each co-op in maintain- 
ing their own private community or recreational facilities as proposed above, 
and in order to encourage this type of development for the beneficial and desir- 
able results which can be realized, as stated above, we believe that section 213 
(b) (2) of the National Housing Act should be amended to permit the insurance 
of a mortgage for the full amount which the Commissioner estimates wi'l be 
the replacement cost of the property or project. We believe and urge that be- 
cause of the tremendous potential of the 213 program with community facilities 
that no equity payments should be required from the buyer. We are convinced 
that it has always been the intent of Congress to encourage the development 
of houses under section 213. The Housing Act of 1954 does not require any 
equity payment under section 213 such as is required under section 203. Never- 
theless, a 3 percent equity payment by administrative regulation is required 
today on sales-type co-ops under the 213 program. We feel that the 213 program 
with community facilities should be more than ever encouraged by making it 
more attractive to the buyer than the 203 program. 

The history of previous “no downpayment programs” has proven extremely 
satisfactory. The VA program, as we know, has reinstated its previous “no 
downpayment program” which has added a great stimulus to the home-con- 
struction industry. 


284381—58—_—47 
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THIRD PROPOSAL 


The statutory room count for determining maximum mortgage percentages is 
a carryover from the old 608 program of the Federal Housing Administration. 
We believe this method of determining valuation to be antiquated and unrealistic. 
Builders everywhere today are attempting to design and build houses based upon 
the room count to satisfy the FHA requirements rather than of designing and 
building houses which meet the modern-day needs of the homeowner. 

We feel, notwithstanding the proposed increases in room count, that the proper 
way of evaluating the modern-day house under a 213 program should be on the 
basis of its replacement cost regardless of the number of rooms it contains as 
long as the design of the home efficiently and practically meets the needs of the 
homeowner. For example, under room-count method now in effect, no allowance 
is made for a bath, not to mention any extra baths. As a result we find builders 
everywhere having to omit the modern-day requirements of a second or third 
bath. 

FOURTH PROPOSAL 


We have noted that 8S. 4035 has removed all requirements for veteran par- 
ticipation in determining maximum ratio of mortgage insurance to replacement 
costs. We do not feel that the development of projects as proposed to be devel- 
oped under section 213 should in any way be handicapped by a requirement that 
a certain percentage of the members of such projects must be veterans. We 
believe that all need for assisting the veterans in housing has been removed by 
the adoption of the recent emergency housing legislation. 


FIFTH PROPOSAL 


Again, for the purpose of encouraging the construction of housing projects 
which provide adequate community and recreational facilities, we feel that the 
authorization for FNMA to make advance commitments for the purchase of these 
types of mortgages should be increased by not less than $300 million. The 213 
program is today the third largest program under FHA. Many of the large 213 
builders in America hoped at the time this Congress passed the Emergency Hous- 
ing Act this year that all sections of title 2 of the Federal Housing Act would be 
treated alike under the authorization given to FNMA. It developed, however, 
that FNMA did not feel they were authorized to include section 213 mortgages 
under this authority. To effect what we think the intent of Congress was, we 
therefore feel that these additional funds should be appropriated to FNMA. Seri- 
ous consideration should be given to the fact that making adequate funds available 
at this time can prevent the future expenditure of millions of dollars in the urban 
renewal program. 

SIXTH PROPOSAL 


Under the present act the investor-sponsored program has been considerably 
retarded by reason of restrictions placed on the sales price of such housing proj- 
ects to the cooperative. We can see no justification for the placing of any restric- 
tions on the sale price of such projects to cooperatives. This is tantamount to 
price fixing. It is foreign to practically every other program of the Federal 
Housing Administration. We believe that this phase of the 213 section will be 
most important in the development of housing projects containing community 
facilities but that it will become stymied if the restriction on sale prices is not 
removed. It should be noted that there are no restrictions on sale prices for man- 
agement and sales-types programs, 


SEVENTH PROPOSAL 


One of the biggest obstacles to the sales-type program under section 213 of the 
Federal Housing Act has been the requirement of the Commissioner that 51 per- 
cent of the members of the co-op must be signed up and approved by the FHA 
prior to the time that the builder could start construction of the project. This 
rule has, undoubtedly, much merit as far as protecting the Federal Housing Ad 
ministration where the builder is using insured advances or, in other words, 
where the Commissioner initially endorses the note prior to the start of construc- 
tion. However, in those cases where the builder does his own financing and no 
obligation is incurred by the FHA until the project has been completed in 
accordance with the plans and specifications as initially submitted by the builder 
and has been sold to a cooperative organization whose membership has been 100 
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percent approved by the Commissioner, then and in such cases we feel strongly 
that no restrictions of any kind should be placed upon the builder as to when he 
can or cannot start construction of the project. 

Such restrictions have and can only continue to increase the cost to the home 
buyer. It is only the builder who is risking his dollars under insurance upon 
completion. The FHA assumes and has no obligations or liability until such 
time as the builder has fully complied with all the terms and conditions of the 
commitment. Such a procedure would permit a builder to efficiently plan a 
construction program (at his own risk) and would result in the home buyer 
receiving a better quality home at far less cost. During construction or before 
insurance, a cooperative organization would be formed and, in cases of com- 
munity facilities being permissible, the cooperative group would remain in 
existence permanently. It is also important, we feel, that, under insured 
advances for the sales-type program, the 100 percent presale regulation prior to 
start of construction, which is now in effect, be modified to 90 percent, the same 
percentage as is required for insured advances under the management-type pro- 
gram. We are unable to comprehend any justification for the different require- 
ments now existing in the latter two programs. 


CONCLUSION 


Considerable time and thought has been devoted to studying and analyzing the 
213 program by the members and officers of this association. We believe that 
the proposals hereinabove set forth are sound, practical, and workable. We 
sincerely invite the committee to give the most serious consideration to these 
proposals. 

We are grateful to the committee for the opportunity afforded us to present 
our recommendations. 





STATEMENT OF JOHN H. ELse, NATIONAL RETAIL LUMBER DEALERS ASSOCIATION 


My name is John H. Else, and I am legislative counsel for the National Retail 
Lumber Dealers Association and its 33 affiliated State and regional associations. 

This committee has before it a number of housing bills, including S. 4035 re- 
cently passed by the Senate, and H. R. 11173, the administration’s housing bill, 
introduced by Representative Talle. Most of my remarks will be addressed to 
these two bills. 

sefore commenting on specific provisions of the pending bills, I would like to 
preface my remarks with the statement that, in my opinion, little or no legis- 
lation is needed to assure the construction of an adequate number of dwelling 
units to meet current needs in 1958, and to provide, in most areas, an adequate 
supply of mortgage funds with which to finance the purchase of these homes. 


LOW-RENT (PUBLIC HOUSING) 


The provisions of S. 4035 affecting public housing constitute a serious and 
undesirable departure from the present law. 

They would make local public housing authorities free of effective Federal 
supervision as to expenditure of Federal funds. 

They would let the local authorities set the income limits and rents of occu- 
pants as they see fit. 

A new increment of 17,500 public housing units would be added to the present 
authorization, starting July 1959, and running to June 30, 1962, without any 
showing of need for such additional units. 

The administration’s bill, H. R. 111738, would merely continue the present 
unused authorization of public housing for 2 years (1 additional year for 
each 35,000 annual authorization). We are opposed to the public housing 
provisions of S. 4035, and urge this committee to reject these proposals. As 
long as the Federal Government is subsidizing public housing, there should be 
some supervision over the expenditure of these funds. 


General FHA authorization 


Section 107 of S. 4035 provides for an additional authorization for FHA 
for 1959, 1960, 1961, and 1962 of $4 billion each year, for the unused portion 
lapsing at the end of each year. 
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We endorse this proposal, and urge its approval by the committee. A 4-year 
authorization will provide greater stability to the FHA programs and would 


eliminate annual requests by this agency in order to continue the mortgage- 
insurance programs. 


Title I property improvement loan insurance 


S. 4035 (sec. 101) would extend the present title I program of FHA for 
insuring property-improvement loans 1 year beyond the expiration date of 
September 30, 1959. 

Although a longer extension would be desirable, a 1-year extension would 
permit an early reaxamination of the program and, if necessary, a change in 
the present provisions of the law. 

We urge the adoption of this proposal. 


INCREASE IN FHA MORTGAGE CEILINGS 


Section 103 (a) of S. 4035 increases the maximum insurable mortgage amounts 
applicable to 1-, 2-, and 3-family houses insured by FHA under section 203 of 
the National Housing Act. The new ceilings under the Senate bill would be 

22,500, $25,000, and $30,000, respectively, as compared to $20,000 for 1- and 
2-family, and $27,500 for 3-family dwellings under present law. The new ceil- 
ing on section 203 (i) mortgages would be $9,000. 

We believe that an increase is desirable in section 203 mortgages, but 
we are of the opinion that the increase in S. 4035 is inadequate, considering 
the present market and increases in cost of construction. 

We respectfully urge the committee to approve $30,000 for 1-, 2-, or 3-family 
dwellings as provided in H. R. 11173. The increase in the mortgage limits 
for section 203 (i) mortgages, as provided in 8S. 4035, is also desirable, and 
should be approved. 


MAXIMUM MORTGAGE FOR NONOWNER OCCUPANT 


S. 40385 (sec. 103 (b)) would make the nonowner-occupant eligible for an 
FHA insured loan in an amount equivalent to that of an owner-occupant un- 
der section 203, if the nonowner puts 15 percent of the principal amount in 
escrow until he sells the prope:ty to an owner-occupant. 

We support this proposal and urge its approval. It would avoid the dupli- 
cation of closing costs, which results in the closing of the original loan in the 
name of the nonowner-occupant and the closing of the subsequent loan in 
the name of the owner-occupant buying the property. This provision would 
simplify the trade-in house method of doing business, and reduce the cost to 
the homeowner. 

LOAN RATIO FOR COOPERATIVE HOUSING 


S. 4035 (sec. 105 (a)) would increase the maximum ratio of loan for sec- 
tion 212 management-type projects to 97 percent of replacement costs. At 
present, it is 90 percent (or 95 percent where 50 percent of the cooperators 
are veterans). 

We oppose this liberalization of the cooperative program. Financing for 
these projects should be more closely related to section 207 terms for multi- 
unit rentals. We see no sound reason to liberalize the loan ratio for co- 
operative housing. 

RELOCATION HOUSING 


H. R. 11173 (sec. 109) would remove the requirement under the section 221 
program (for relocation of displaced families) of a request by the locality 
that section 221 program be made available. 

Another change in the bill would increase from $10,000 to $12,000 the dollar 
limitation on section 221 mortgages in high cost areas. 

Another change would permit the use of section 221 by builders for profit 
(rental housing). It is now limited to nonprofit corporations. 

All of these changes appear to be desirable and should, in our opinion, be 
approved. 

NURSING HOMES 


Under S. 4035 (sec. 229), a new program in FHA would be created insuring 
mortgages on nursing homes. 

We suppose this proposal because it expands the FHA programs into areas 
other than the original intended area of insuring home mortgages. 
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Although the objectives of such a proposal may be laudable, we do not believe 
that such a program has any place in the Federal Housing Administration. 
We urge the committee to reject this provision of 8. 4035. 


URBAN RENEWAL 


The administration’s bill, H. R. 11173, would provide for a gradual reduction 
over a period of years of the Federal contribution for urban renewal grants 
and project costs. 

We support this proposal and oppose the provisions of S. 4035 which would 
make the Federal capital grant authorization over the next 6 years at the rate 
of $300 million a year. 

Such a program as provided in §. 4035, in our opinion, is excessive. The 
testimony of the urban renewal Commissioner clearly substantiates this. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Both H. R. 11173 and §S. 4035 would increase the maximum amount of a 
mortgage that can be purchased under the secondary market operations of 
FNMA from $15,000 to $20,000. 

With increased costs of construction, we believe this amendment should be 
approved. 

S. 4035 would continue the requirement that FNMA purchase special assist- 
ance mortgages at par. FNMA should be permitted to use its discretion in 
determining the purchase price (and fees and charges) for special assistance 
mortgages. To require the purchase of such mortgages by FNMA at par dis- 
courages purchases in the market by private investors. 

To require FNMA to buy these mortgages at par amounts to a subsidy for 
such mortgages. 

MORTGAGE COINSURANCE 


This committee has before it a proposal advanced by the savings and loan 
associations whereby a portion of a conventional home loan of savings and 
loan associations would be insured. 

The proposal would create a new mortgage insuring agency within the 
Federal Home Loan Bank Board. 

There are, in this proposal, a number of desirable features which merit 
further study, one of which would be to permit higher percentage loans by 
participants of the program. 

The savings and loan associations have done a splendid job in providing 
families with a means of purchasing their homes. To liberalize these loans 
would be to make them available to a greater number of families. 

No one can deny that this objective is desirable. 

However, we feel that all lending institutions making conventional home 
loans should be eligible for this program on the same basis as savings and loan 
associations. 

With adequate study and consideration by those in the Government housing 
agencies, the Congress, and private industry, we believe that many of the 
objections to this proposed new program can be overcome. 

It is respectfully suggested that this proposal be tabled for the present, and 
that the committee postpone action until a later date, when the results of 
further study are available to guide this committee. 


COLLEGE HOUSING 


Senate bill 4035 would increase the college housing loan fund authorization 
from $925 million to $1,325 million, a total increase of $400 million, $50 million 
of which is for “other educational facilities,’ and $50 million of which is 
reserved for housing for student nurses and interns. 

The bill also adds a new authorization of $250 million for loans for con- 
struction of classrooms, laboratories, and related facilities. 

The Senate bill would continue the low interest rate on these direct Govern- 
ment loans. 

The administration’s bill, H. R. 11173, would authorize an additional $200 
million for college housing loans, and provide for a more realistic interest rate 
for such loans. 
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In addition, H. R. 11173 would create a new guaranty program whereby the 
agency would guarantee housing bonds, thereby encouraging private investors 
to invest in these bonds. 

We are opposed to the provisions of 8S. 4035 and endorse the provisions of 
H. R. 11173. 

The Senate bill, in our opinion, goes far beyond the proven needs of colleges 
and extends the program into areas having nothing to do with housing. 

To extend this program to include construction of classrooms, laboratories, 
and the like, is unwise, and is completely outside the original intent of the 
Congress. 

The provisions of 8S. 4035 clearly demonstrate that once a Federal program 
of aid comes into being, there is a constant pressure to expand the program 
rather than to reduce or terminate it. The low interest rate on these direct 
loans make it impracticable for colleges to attempt to obtain private funds. 

Of the two proposals presented to the Congress in 8. 4035, and H. R. 11173, 
the latter is the more acceptable and would, we believe, curry out the original 
intent of the Congress. 

We, therefore, are opposed to the college housing provisions of S, 4035. 

In conclusion, I want to thank the committee for this opportunity to present 
the views of the industry on the housing bills before the committee. 


ELK Criry, OKLA., July 14, 1958. 
Hon. ALBERT RAINs, 
Chairman of Subcommittee on Housing, Committee on Banking and 
Currency, House Office Building, Washington, D.C. 

DEAR CONGRESSMAN Rains: Under existing regulations it is impossible to 
get financing for offbase military rental housing for necessary civilian and 
military personnel not covered under the Rains-Capehart bill. We realize that 
you are as familiar with and sympathetic to this problem as anyone in Congress, 

Slinton-Sherman Airbase is not being activated on schedule because there are 
no houses available in the area. The military state that approximately 1,900 
houses will be needed when the base is fully activated. There are 500 houses 
under construction on the base and plans call for another 400. There are ap- 
proximately 100 houses (all for sale—not rent) under construction in the 
area including Clinton, Elk City, Cordell, Dill City, and Sentinel 

This leaves an urgent need for about 900 more houses, most of which must 
be rental units. 

As you know, the Senate has just recently passed a housing bill providing 
for FHA financing on an insurable risk rather than economic soundness basis. 
This has happened before but no such bill has ever passed the House, as we 
understand it, because of objections of the military. 

The program for offbase rental housing as in the Senate bill would be entirely 
under the control of the Department of Defense 

There is a basic need for similar legislation in the House. Our chambers 
of commerce in the area are forced to advise incoming civilian and military 
personnel to come without their families because housing is so short. 

This legislation would be very beneficial to the military and to the local 
communities. We feel sure that other communities are facing and will face 
this same problem. Such rental houses could be absorbed by the communities 
if the base were closed because new industry is constantly moving into the 
Southwest 

We ask that you include this letter in the record of your hearings and hope 
to have a representative come to Washington to discuss this problem with 
you in person. 

We urge your consideration and sincerely ask that your committee include a 
provision for offbase rental housing for military and civil service personnel in 
any bill you report out. 

Respectfully submitted. 

HALLAND MEACHAM, 
Chairman, Area Housing Committee. 
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STATEMENT ON HoustnGc SUBMITTED BY FERN M. CoLBorn, SECRETARY, SOCTAL 
ISDUCATION AND ACTION COMMITTEE IN BEHALF OF NATIONAL FEDERATION OF 
SETTLEMENTS AND NEIGHBORHOOD CENTERS 


For the information of the committee, the National Federation of Settlements 
and Neighborhood Centers has some 300 affiliated settlements and neighborhood 
centers across the United States. By and large these are located in the largest 
cities all across the country. The great majority of our member houses are 
located in the same neighborhoods as public housing. They are in the areas 
of our cities where urban renewal is taking place. 

Our members in many cities operate the community facilities in publie hous- 
ing under contract with the local housing authority. In several cities settle- 
ments have contracts with the local urban renewal administration for the 
involvement of citizens in the urban renewal area in helping to plan for the 
future use of the area. In other cities, settlements with their own funds are 
demonstrating to the local urban renewal administration how this is done. 

The recommendations of the National Federation of Settlements and Neigh- 
borhood Centers as drawn up regarding housing and urban renewal, is drawn 
up from our day to day experience with the situations in our cities. These are 
recommendations adopted by our annual meeting. 

We submit as an attachment to this statement the report just issued by our 
committee on A New Look at Public Housing. 

In summary our program advocates for housing and urban renewal: 

1. Development of a long-term program for the eradication of slums with 
appropriate financing both Federal and local as a part thereof. 

2. That urban renewal is a basic part of such a program. This must include: 

(a) Comprehensive planning.—For local neighborhoods, cities, and metropoli- 
tan areas which include adequate open space, recreational facilities, lower 
population densities, and the replacing of streets and highways. 

(b) Relocation of families—As an essential municipal service which will 
have a proper regard for the welfare of people. 

(c) Codes and ordinances.—Effectively enforced, which will insure a safe 
and decent standard of living. 

(ad) Social planning and citizen participation—To go hand in hand with 
technical and physical planning to insure the voice and partnership of people 
in neighborhoods. 

(ec) Personnel and staffing.—FEach city should include on its staff adequate 
numbers of trained and experienced personnel in such fields as social work, 
social psychology, social economy, community organization to create and to 
enable workable structure and meaningful democratic citizen participation. 

3. Low-rent public housing must promote the pride, self-respect, and stability 
of the individuals and families served and establish communities or integral 
parts of communities not just “projects.” 

(a) When family income rises above the maximunn set, families should be 
permitted to remain in the project and pay a nonsubsidized rent or to pur- 
chase their home. 

(b) Publie housing projects should be scattered throughout a city and be 
small. For families row houses or other nonelevator buildings, with provi- 
sion for large families; there should be adequate provision for aged and 
single persons. 

(c) Provision for adequate community facilities—schools, churches, stores, 
recreation, and so on. 

(d) Expansion of services through continuing cooperation with health and 
welfare agencies in the use of community buildings in the projects. Exten- 
sion of services through the “purchase” by the local authority of the services 
of social caseworkers, social group workers, recreation workers, nursery 
schoolteachers, community organizers from established social agencies to 
serve the tenants ; 

Inclusion in management staff of persons with training in community 
organization, social work, and home economics to aid tenants in making 
maximum use of public housing and other community resources and 
in bridging the gap between the development and the surrounding neigh- 
borhood. Increased participation of management in that neighborhood 
in the development and strengthening of elements of good neighborhood 
life—with the schools, churches, shopping areas, parks. Encouragement 
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of some active communication between the project and the neighborhood ; 

Encouragement of tenant organizations to develop volunteer activities 
and advise management on public opinion ; 

Rental, purchase, and intake policies that will yield, insofar as is 
possible, a tenant group that represents elements in a normal population 
in terms of age, type of household, and differences in race, economic 
status, and cultural background. 

(e) The 5-to-1 income-to-rent ratio should be changed to 7 to 1, so that 
low-income families will no longer be required to pay a greater percent of 
their income for housing than the rest of the population. 

(f) Local housing authorities be required to plan and develop their own 
programs on basis of need and wishes within their communities with a 
minimum of Federal supervision. 

To achieve the goal of a “good house in a good neighborhood for every family” 
will require more flexible FHA monetary provisions so that cogperative and 
middle-income housing will be a part of the housing supply in this country, and 
that private builders may play their full role in helping to achieve these ends. 


STATEMENT OF NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBORING CENTERS, 
New York, N. Y. 


A NEW LOOK AT PUBLIC HOUSING 


Housing has been a prime concern of the settlement movement in the United 
States for more than half a century. Studies in neighborhood centers have called 
attention repeatedly to the associations between bad housing and disease, delin- 
quency and family and community demoralization. Whether or not bad housing 
actually causes such social ills, it clearly tends to augment and perpetuate them. 
Only exceptional persons can develop their best potentialities while condemned 
to live in the filthy, verminous, and overcrowded conditions that many still face 
in the Nation’s slums, sometimes while paying exorbitant rentals. 

The first national housing legislation was enacted in the 1930's, and a decade 
later the Housing Act of 1949 affirmed national policy in this field. In 1954, the 
urban-renewal concept was added. Few subsequent changes have been made in 
this law, though housing has become an increasingly important national problem. 
The National Federation of Settlements and Neighborhood Centers believes that 
now, after a decade of experience under the law, it is time to evaluate the course 
of public housing in the United States, considering not only its very real achieve- 
ments but also its shortcomings. This statement is based generally on experience 
reported by many of the 300-member agencies of the federation and specifically 
on field consultations during the past year and conferences on the subject in 
4 large cities with major housing problems and programs—Pittsburgh, Phila- 
delphia, Chicago, and New York City. 

The general lag in home building and repair during the depressed 1930’s was 
followed almost immediately by shortages of labor and materials and stringent 
restrictions in construction during World War II. At the end of that war, the 
Nation had an accumulated deficit in buildings of all types, including homes. 
Despite the subsequent housing boom, several factors have kept the Nation from 
coping with the backlog arising from the standstill during many years: (1) Con- 
tinued and unanticipated increase in population, due to the persistence of high 
birth rates over the past decade; (2) the great movement of population from 
rural areas to industrial areas and from cities to suburbs; (3) the character of 
much of that migration, bringing in Mexicans, Puerto Ricans, and Negroes from 
the South and the West Indies to whom, in general, housing was available only 
in limited and badly overcrowded and dilapidated areas; (4) the continued rise 
in general price levels and in property values, making it impossible in many 
areas for commercial builders to construct new housing within reach of even 
middle-income families; (5) the displacement of many families for whom no 
other adequate provisions had been made by urban renewal and highway, and 
other programs. 

Much of the influx to cities has been composed of low-income families, white 
and nonwhite, that are unaccustomed to city living and unable or unwilling to 
use properly even the facilities available to them. On the other hand, the 
urban exodus to the suburbs has removed many middle- and upper-class business 
and professional people, experienced in city living, who had been economic and 
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social assets in their neighborhood and included many of its leaders. It is the 
consensus of neighborhood centers in many parts of the country that, despite the 
great gains achieved for a relatively few during the past decade through pro- 
grams of public housing and urban redevelopment, slum neighborhoods in gen- 
eral have become even more fetid and overcrowded. At the same time, demorali- 
zation of family and community life has tended to increase because of the root- 
lessness arising from rapid shifts of population, sordid housing, and the resent- 
ments of people who are, in effect, imprisoned in racial or ethnie ghettos even 
when their income rises to a point that would permit them to rent or buy better 
quarters. 

Public understanding of public-housing programs must be extended beyond the 
rather negative and condescending concept of slum clearance to the more con- 
structive framework implicit in urban renewal—renovation and rehabilitation 
as well as demolition and construction, with the aim of planned and coordinate 
development that benefits the whole community, not merely an unfortunate group. 
In the interest of effective and economic use of public funds, as well as the wel- 
fare of the community and the individuals directly concerned, we believe that 
public-housing legislation should be made more comprehensive and flexible and 
oriented more directly toward serving two basic principles. 


PRINCIPLES 


Public-housing programs should (1) promote the pride, self-respect and sta- 
bility of the individuals and families they serve directly and (2) establish com- 
munities or integral parts of communities, not merely projects. 


Promoting self-respect and stability 


If there is one clear lesson to be read from the history of public welfare, it is 
that nothing is more conducive to a person’s demoralization than to brand him 
as a failure in the sense he cannot take care of himself. This was the effect of 
the old poorhouses, whose inmates had little incentive or hope to better them- 
selves; it was the result of the public paupers’ list in former times whereby a 
town sought to, or at least succeeded in, shaming the unfortunates who had been 
obliged to ask for public aid. The practically universal acceptance of the social- 
security program in this country doubtless has been due to the fact that it is 
based and administered on the philosophy that people want to pay their own way 
in adversity when they can and are, in any case, national assets and entitled 
to the means of subsistence when in need. The public-housing movement, begun 
about the same time, has never commanded as wide interest and respect. It 
has seemed to be something for other people, for the poor, for people with whom 
one did not wish to identify one’s self. 

Too often the towering masonry of a public-housing project has become the 
modern symbol of the poorhouse. Its rigid income limitations have branded the 
occupants as poor in relation to the community. By definition, no family was 
there that had been able to improve their circumstances to the point of rising 
beyond its limits for eligibility. Those who felt they must stay, because nothing 
else was available within reach of any income they might hope to command, have 
an incentive not to improve their lot. Moreover, occupants are a group weighted 
by the various adversities associated with chronically low income—families 
broken by death, desertion, and divorce; impoverished by chronic disabilities, 
physical, mental, and emotional; handicapped as newcomers by their ignorance 
of the skills and other characteristics desired in the community. 

We do not believe that public housing should be reserved for good families 
and denied to families with many problems. On the other hand, too great a 
concentration of multiproblem families tends to aggravate both the difficulties 
within the group and its relationships with the surrounding community. Skilled 
and persistent social services in the public housing and the surrounding com- 
munity can enable many problem families to cope with personal and community 
responsibilities of which they may be ignorant because they have come from a 
totally different setting in another country, from a part of our own country 
where facilities are meager and educational standards low, or from a long de- 
moralized slum in one of our own cities. It is at least equally important to the 
education and regeneration of these disadvantaged families that they have at 
hand the example of neighbors who do know how to live in a city neighborhood. 
In the interests of promoting stability and advancement in publicly housed fami- 
lies and their neighborhoods, we therefore hold that when family income rises 
above the maximum set by regulations for the development, the family should 
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be permitted to remain, paying a larger part of the economic rental. Public 
housing also should include provision for purchase of units by families that can 
and wish to purchase their homes. Purchase provisions are of particular im- 
portance for Negro and other minority families and older people, who are 
greatly disadvantaged in obtaining mortgages in the commercial real estate 
market. 

The reasons given above for avoiding a concentration of less advantaged 
families in one place where their presence proclaims their poverty and other 
misfortunes also calls for careful consideration of the size and location of publie 
housing. We believe that public housing developments should be scattered 
throughout a city and should be small, in most places with no more than 100 
units and a maximum of 250. Where 300 families are to be housed, public 
housing should provide for 100 and other arrangements for the remaining 200. 
Insofar as possible, public housing should not be very different from the sur- 
rounding structures. In some cities, for example, row houses, rather than apart- 
ments, may be the choice for families. 

Special problems in location arise in cities where there has been a large 
inmigration in recent years of racial and ethnic groups that have been herded 
into particular districts. Rehousing in such a district is likely merely to main- 
tain the segregation built up through generations of prejudice; it results in 
developments where all the occupants are Negro, for example, or Mexican, or 
Puerto Rican. This continued segregation perpetuates existing tensions and 
blocks intercommunication through which various groups can learn to under 
stand one another and live together. This situation raises difficult choices 
since the ghetto neighborhoods are those where old housing is likely to be worse 
and the need for change, greatest. Nevertheless we believe that choice of sites 
for public housing should be guided by search for areas where there will be 
occupants of various races and cultural backgrounds. Wherever public funds 
have been made available for a building, there should be a nondiscriminatory 
clause in every contract so that eventually housing is available to all families 
regardless of creed, race, or national origin. 

Stability in family and neighborhood living also requires structures designed 
to meet the needs of particular groups and changes in the needs of individual 
families. “High-risers,” towering apartment structures, are not suitable for 
families with children. Most housing developments have no place for men, 
indoors or out. There is too little provision for families with many children. 
More general factors affecting neighborhood life within a housing development 


and the surrounding area will be discussed below. In the design of the structures 
themselves we believe that public housing should provide row houses or other 
nonelevator buildings, with green spaces, for families with children, including 


adequate provision for large families. It should make appropriate provision 
for aged persons and single persons. 
Not projects but communities 

Families in some public housing developments have found themselves bereft 
of some or all the community resources of their former neighborhoods—the 
nearby church and movie house, the pool parlor, corner grocery, hardware store. 
Children may have to cross dangerous traffic lanes to get to school. A house- 
wife may have to take a bus to do her marketing. Despite the gains in light, 
air, and cleanliness, the separateness of some projects sets their occupants apart 
from the normal life of a community, stigmatizing them and further aggravating 
the bad effects of segregation arising from racial and economic homogeneity 
within the group. 

We believe the full potentialities of public housing will be realized only when 
the plan for a development includes: 

Adequate community facilities—schools, churches, stores, recreational fa- 
cilities, and so on—through selection of a site where these are readily 
available or provision within the development itself ; 

Expansion of services through continuing cooperation with health and 
welfare agencies in the use of community buildings in the projects. Ex- 
tension of services through the “purchase” by the local authority of the 
services of social caseworkers, social group workers, recreation workers, 
nursery school teachers, community organizers from established social agen- 
cies to serve the tenants; 

Inclusion in management staff of persons with training in community 
organization, social work, and home economics to aid tenants in making 
maximum use of public housing and other community resources and in 
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bridging the gap between the development and the surrounding neighbor- 
hood. Increased participation of management in that neighborhood in the 
development and strengthening of elements of good neighborhood life—with 
the schools, churches, shopping areas, parks. Encouragement of some active 
communication between the project and the neighborhood ; 

Kneouragement of tenant organizations to develop volunteer activities 
and advise management on public opinion ; 

Rental, purchase, and intake policies that will yield, insofar as is possi- 
ble, a tenant group that represents elements in a normal population in 
terms of age, type of household, and differences in race, economic status, 
and cultural background. 


SCOPE AND FLEXIBILITY 


To meet existing needs of families, cope with the continuing course of popula- 
tion growth and mobility, and help remedy and prevent the physical and moral 
deterioration of our core cities, the Federal Government, States, and localities 
must band together in a national housing program that is more broadly based 
and more flexibile in plan and operation than our existing provisions. In toto 
such a program should— 

(1) Preserve and create integrated communities within and around pub- 
lic housing developments, with adequate community facilities, skilled man- 
agement, professional social services ; 

(2) Locate and design housing structures with greater regard for their 
assimilation into the the entire community and the needs of various types of 
households ; 

(3) Rehouse many more families, including middle-income families, un- 
der income provisions that provide an incentive, rather than a deterrent, 
to family advancement, with relaxation of eligibility requirements for “site’”’ 
tenants; 

(4) Encourage family and neighborhood stability through provisions for 
sale as well as rental of public housing units on an individual or coopera- 
tive basis; 

(5) Include conservation and rehabilitation of existing dwellings and 
purchase of such dwellings for rental or resale; 

(6) Give genuine support to the development of independent cooperative 
housing ; 

(7) Enlist community and neighborhood interest, understanding, and par- 
ticipation from the beginning of housing and urban renewal projects; 

(8) Schedule rehabilitation, demolition, and construction operations so 
that families no longer will be forced to give up their old homes, inade- 
quate as those may have been, before other quarters are available to them. 
Provide systeilmatic aid and encouragement in relocating tenants to be 
moved : 

(9) Facilitate construction of low- and medium-cost housing by private 
builders ; 

(10) Conduct periodic surveys of the extent and types of housing needs 
and research into building materials, methods, and design as a guide to 
the economic and effective development of public housing programs and 
an aid to private builders. 

In short, public housing should be regarded not merely as a real estate op- 
eration financed by taxes or a refuge for the unfortunate but as a social insti- 
tution valued by communities as a means of safeguarding or enhancing a stable, 
pleasurable way of life in which all citizens can take pride and from which 
the whole community benefits. 

Performance of the various functions implied in the listing above obviously 
will differ in different States and localities according to various needs, legisla- 
tive provisions, and resources. Clearly the Federal leadership and financial 
responsibility affirmed in the United States Housing Act of 1987 and the Housing 
Act of 1949, as now amended, must be strengthened if States and cities are to 
be enabled to do what needs to be done. Specifically Federal funds available 
for public housing should be increased. The amount now authorized by Con- 
gress allows for housing only 35,000 families a year in the entire country. New 
York City alone could well use that number of units. It is reasonable to hope 
that low-rent public housing should comprise 10 percent of annual unit pro- 





740 HOUSING ACT OF 1958 


duction on a continuing basis, which would have meant some 103,920 units in 
1957. 

Veterans’ preference, required under the 1937 law, should be ended. Pro- 
vision should be made to permit tenants to acquire ownership of their dwelling 
units. 

In the 1949 act, the city’s share in the “writedown” of slum land to be cleared 
should be reduced from 3314 percent to 20 percent. 

Federal regulations limiting cost per unit for site acquisition and develop- 
ment should be changed to make it possible, in appropriate communities, to 
substitute row houses, at acceptable densities, for elevator apartments, and to 
acquire existing houses on the private market for operation as low-rent housing. 

The statutory 5 to 1 income-to-rent ratio has long since lost its justification ; 
experience indicates that a ratio of 7 to 1 is more realistic today according 
to rent-paying habits in the private market. 

Public housing has shown too little advancement in creative design, largely 
because of administrative controls and inflexible standards required by the 
Federal agency. Federal regulations shouid reflect technical advances and 
advance in the standard of living. 

Local authorities must have budgetary latitude to finance social services; 
decent shelter alone is not enough to meet the needs of many underprivileged 
families. A more realistic balance must be drawn between the respective ca- 
pacities of the Federal Government and local governments to finance urban 
renewal undertakings, with consequent reduction in the city’s share of net 
project cost. Urban renewal is no less important than the highway program 
for which the Federal Government bears 90 percent of the cost. Urban renewal 
is no less important that other Government programs, for some of which the 
Federal Government bears 90 percent of the cost. 

Federal or State funds should be available for long-term loans at low interest 
rates to private builders for middle-income housing, which is the most serious 
lack in most parts of the country. ‘“Middle-income” housing cannot be defined 
in terms of a set income or cost formula. It represents, rather, the level above 
income limits for public housing and below that at which a volume supply of 
private housing is being produced and varies according to the character of dif- 
ferent areas. 

Many communities are taking a new look at themselves and their people in 
the light of the needs for and potentialities inherent in urban renewal. In such 
consideration, blighted people represent even more serious losses and tragedies 
than blighted areas and buildings. A comprehensive public housing program 
that coordinates the efforts and resources of Federal, State, and local govern- 
ments is an investment not only in human assets but also’in community well- 
being. Federal legislation that will help local communities to do their part, and 
determination on the part of all levels of governments and their agencies and 
citizens, can make public housing a social resource and safeguard for the Nation. 


STATEMENT OF AMERICAN HOTEL ASSOCIATION, WASHINGTON, D.C. 


Mr. Chairman and gentlemen of the committee, Iam Arthur J. Packard, Mount 
Vernon, Ohio. I own and operate a chain of small hotels in the State of Ohio. 
I have the privilege of serving as chairman of the governmental affairs com- 
mittee of the American Hotel Association. 

I do want you to know that our industry is deeply grateful for the understand- 
ing you have evinced regarding some of the problems which confront us. Your 
action in inserting section 513 in the Housing Act of 1954 will long be remembered 
as one of the most helpful actions which any committee of the Congress has ever 
performed in our behalf. 

This is the section which prohibits transient rental of units in structures built 
with mortgages insured under sections 608 and 207 of the National Housing Act, 
so long as the mortgage remains insured by FHA. Incidentally, it is our under- 
standing, too, that section 513 also is applicable to housing for the elderly if 
financed with FHA-insured mortgages. This can become a very important point 
for the hotel industry as interest grows in special housing for elderly persons. 

We have, so far, been denied the relief which you sought to provide us, in- 
asmuch as litigation involving section 513 has continued to run. One of the 
most flagrant instances of transient rental, throughout the United States, was 
an FHA property here in Washington, D. C., which offered for transient rental 
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more than 215 units. The Federal district court ruled 2 weeks ago that such 
transient rentals must be terminated. So, this could bring about substantial 
relief locally, unless that case is appealed. Also, a case is scheduled to come up 
on the fall term of the United States Supreme Court, growing out of an appeal 
by an FHA borrower in Charleston, S.C. He is carrying to the highest court the 
allegation that the provisions in section 513 are unconstitutional. 

There are roughly 1 million rooms in the better class hotels throughout the 
United States. And there are more than 500,000 units in FHA projects with 
FHA-insured mortgages. We have constantly pointed out that any diversion of 
this housing to transient use might well impoverish the Nation’s hotels. Re- 
cently, Horwath & Horwath, one of the largest accounting firms in the country, 
representing the hotel industry, revealed that, for the first quarter of 1958, hotel 
occupancy nationally had dropped to 68 percent. This continued a steady down- 
ward trend begun in 1946. Last quarter marked the lowest occupancy in 18 
years. So, we are a sick industry, and any appreciable diversion of transient 
business could prove painful, indeed. Of course, we will find a way to live with 
the current adjustment. But we have maintained that we don’t think the 
Federal Government, in the guise of permanent housing, should permit any type 
of structures to invade the transient field with financing assisted by FHA 
insurance. 

secause of the need for job opportunities, and because of the zeal of home 
builders, contractors, ete., it seems to us that there is a danger of passing the 
saturation point for housing facilities in some communities. I would like to 
eall your attention to a report by the Bureau of the Census, showing that, for 
the first quarter of 1958, only 89.9 percent of the dwelling units in the United 
States were occupied. For the table reveals that only 1.2 percent of the struc- 
tures were so dilapidated as to be unusable. There was the usual variety of 
reasons, but the possibility of oversupply in some areas was indicated. Con- 
version to transient occupancy is most likely to be undertaken when that condi- 
tion results. 

During this 18-year drop in hotel occupancy, only an inconsequential number 
of new hotel properties have been constructed. One reason may be that the 
hotel industry has not been eligible for Federal mortgage insurance with its low 
interest rates, This is a made-to-order situation for apartment buildings whose 
mortgages were insured by the FHA. Many such properties could conceivably 
apply for conversion to transient housing a few years hence. They would have 
distinct advantage over hotel buildings when it came to converting to this type of 
operation. We continue in dead earnest in hoping that, so long as the Govern- 
ment has a stake in any kind of multiple-unit housing properties, the prohibition 
against transient rentals will remain. 

We understand that most of these FHA-insured mortgages call for interest 
ranging from 4 to 5 percent. Currently the rates are 4% and 5 percent. A 4- 
percent rate for a structure which cost $4 million would call for interest payment 
of $160,000 for the first year. A similar sized structure, built for hotel purposes, 
privately financed, would have to pay commercial interest rates totaling 6 
percent or more. This would mean financing charges of $240,000 a year, an in- 
crease of $80,000. At other rates these figures change proportionally. Also, a 
hotel loan, or bond issue, would probably have a maturity of 15 to 20 years, as com- 
pared with the 3914 years during which an FHA mortgage could run on an apart- 
ment building. So the differential in interest cost alone for a structure of this 
latter type at 4 percent and a commercial hotel would run approximately $21,000 
a month. This would indeed be difficult competition for our industry if the 
prohibition in section 518 were removed or ignored. 

Even some single family dwellings, or groups of dwellings constructed for 1, 
2, or 4 families, have been converted to transient housing. There is one in- 
stance where such a project in eastern Florida has converted hundreds of units 
into transient occupancy, and the establishment now bids openly for conventions. 
It even operates its own golf course and outdoor swimming pool. We respect- 
fully contend that this is far removed from the objective of permanent housing, 
which we feel the Congress has meant to provide through this FHA program. 
Likewise, some of the defense-type housing, built originally to accommodate mili- 
tary personnel, has been converted into motels and motor courts. This has 
happened in areas where a military base has been deactivated. 

The accounting departments of FHA have told us repeatedly that they know of 
no instance in any category of housing where transient rentals have yielded net 
profits. This because of the fact that they must furnish such units, and provide 
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hotel services to make them available for overnight guests. The moment this 
added investment is made, costs rise to a point where it is not profitable. But 
this appears to be a way by which some mortgagors can milk a failing property 
prior to foreclosure by the FHA. We cannot understand why there is continued 
sympathy for such borrowers in employing this practice of making units available 
for periods less than 30 days. 

Housing for the elderly could offer a greater threat from a standpoint of com- 
petition with hotels than do properties regularly built under sections 608 and 207. 
That’s because new establishments, built to house elderly people, would probably 
have a larger percentage of efficiency apartments than would the average 207 
structure. Further, more units would probably be furnished, and, to care for 
those who may have physical defects, some would have a staff to provide room 
service, maid service, bell-boy service, etc. This would simplify their conversion 
to transient operation. 

Just recently, the American Hotel Association undertook a spot check of FHA 
insuring offices, in a number of States, to learn the position of staff people in those 
offices on utilization of existing hotel structures to provide housing for the elderly, 
with insured financing. Some of the local officials indicated that they did not 
believe that existing hotels generally would lend themselves to this type of project. 
Seemingly, there is a preference for new structures. While there is no doubt 
that brandnew buildings could be designed, from the bottom up, to meet the needs 
of elderly guests, we feel that there could be definite cost advantages in converting 
some existing hotels. Actually, present-day construction costs being what they 
are, the amortization of new buildings would entail monthly rentals substantially 
beyond the ability to pay on the part of many older persons. We do believe that 
FHA officials should insist upon architectural standards which meet rigid tests 
for the safety and comfort of these people. But we question the propriety of 
counting out, at the outset, existing apartments and hotels which might be readily 
corverted, And in connection with this spot check, we find some of the regional 
FHA offices giving replies to our people which fall far short of any clear-cut 
policy connotation. For instance, one FHA office said, “Use of hotels to create 
housing for the elderly would be possible, but not specifi ally probable, this 
depending primarily on the requirements for the user group.” As an industry, 
we find it difficult to interpret this kind of lingo into anything comprehensible. 

We believe that Commissioner Mason and his aides who are responsible for this 
program are trying to set it up on a practical level. With only 2 years of back- 
ground experience in a brandnew field of action, it undoubtedly is essential to 
proceed carefully. A new pamphlet has just been prepared, dealing with regula- 
tions and policies regarding housing for the elderly. This will go a long way 
toward clarifying the vague areas of policy which have guided this program 
heretofore. While the pamphlet does stress the fact that FHA underwriting is 
limited to four times the rehabilitation cost, we have been advised that this policy 
can be waived in meritorious cases. Unfortunately, no intimation of this possi- 
bility of a waiver appears in the pamphlet, and we fear that many field offices 
might, in routine manner, reject applications involving certain hotels or apart- 
ment buildings if rehabilitation costs do not square with this formula. 

Another area in which the American Hotel Association has some misgivings is 
in the category of urban-redevelopment projects, section 220 of the Housing Act. 
It is true that the various civic units which are included in one of these projects 
are financed either by a city-bond issue, or by private parties, the Federal Govern- 
ment assisting only to the extent of contribution toward the cost of acquisition 
of land. So we raise the question about the propriety of the Federal Government 
assisting in the financing of a project, one of the units of which would be a new 
downtown hotel. 

There is no reason to include it in the record, but we attach an exhibit com- 
prising a part of the front page of the Baltimore Evening Sun of March 27, 1958, 
revealing that a new redevelopment project is being pushed in that city, which 
would involve an 800-room transient hotel, costing a total of $11,300,000. We 
attach also an exhibit revealing that the latest figures on the downtown transient 
hotels in Baltimore, covering the 5-month period ending May 31, show only 70.2 
percent occupancy. This would indicate that there is grave question as to 
whether a new downtown hotel could ever pay out, or whether the bondholders, 
and the taxpayers, stood to lose substantially from such an investment. 

The American Hotel Association does not want to be unreasonable about this 
matter. It is quite possible that there are some cities where additional transient 
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hotel facilities could actually fill a need. It is for that reason that we have 
merely proposed that the Housing and Home Finance Agency require a survey 
by competent persons to determine the need for additional hotel facilities before 
incorporating such a unit in an urban redevelopment project. The attached 
letter reveals that the cost of such a survey in a medium-size city would be 
$10,000 to $15,000. We honestly do not feel that it would be unreasonable for 
the Agency to require such a study before embarking upon a program which has 
generally proven unprofitable in many American cities. 

May we call the attention of your committee to the fact that you did incorporate 
such a proposal into H. R. 11742, when amending the Housing Act in 1956. Page 
61 of House Report 2363 carried the following language : 

“Subsection (e) would amend section 110 (b) of the Housing Act of 1949, as 
amended, to provide that an urban-renewal plan which includes the construction 
of a hotel must contain a certification that a survey made by a recognized 
independent firm indicates that additional hotel facilities are needed in the area 
and can be built and operated profitably.” 

You will recall, however, that because of certain other controversial features 
in H. R. 11742, a new bill was substituted on the floor of the House, and this sec- 
tion was lost in the shuffle. 

We respectfully suggest that your committee give careful thought to requiring 
individual cities to undertake such surveys when they contemplate inclusion of a 
new transient hotel among the units in an urban redevelopment project involving 
Federal aid. 

Thank you sincerely for the opportunity to present our industry’s views on 
this important matter. 


REMODELED BUILDINGS AS HOUSING FOR ELDERLY TENANTS 


One way to provide the kind of rental housing desperately needed by elderly 
people throughout the country is to build new structures especially designed 
for them. Another way is to rehabilitate existing structures so that they will 
be suitable for the tenancy of elder residents. 

The types of housing required by people in their lat r years vary according 
to locality and according to the condition of the prospective occupants. In 
some areas what’s wanted are apartmenc projects for healthy, active retired 
persons; in others, the need is for projects designed primarily for the chroni- 
cally ill, where bed care is furnished when necessary. 

There are many existing buildings that could be acquired by sponsoring or- 
ganizations and converted into the kind of housing that would be comfortable 
and convenient for older people in a particular community; for example, 
hotels and apartment buildings that, for one reason or another, are no longer 
profitable to operate in their present form; and hospital, church, and school 
buildings. 

Mortgages insured by the Federal Housing Administration are available to 
finance the development of either new or rehabilitated rental housing projects 
specitically designed for tenants aged 60 years or over. 

Sponsors of such projects must be qualified nonprofit groups—church, fra- 
ternal, philanthropic, trade, professional, and similar groups—with a recognized 
interest in providing housing for the elderly. 

The projects may be elevator-type structures, row houses, or even separate 
dwelling units grouped contiguously and may have as occupants both families 
and single persons. Each project must have at least eight dwelling units. 

FHA’s mortgage limit for any one project is $12,500,000. Within this limita- 
tion, the sponsoring group may obtain a maximum mortgage of $8,100 per 
dwelling unit ($8400 for elevator-type structures). The maximum mortgage 
amount may be equivalent to 90 percent of the estimated replacement cost of 
the project, rather than the statutory 90 percent of appraised value that applies 
to other rental housing financed under the FHA program. The mortgage may 
have as much as a 40-year term and may bear interest at 44% percent. The 
mortgage-insurance premium is one-half of 1 percent. 

By statute, FHA cannot enter into the straight refinancing of existing strue- 
tures. If renovation or rehabilitation of the building is a part of the picture, 
however, FHA is permitted to underwrite the financing. Under present limita- 
tions, the maximum mortgage amount FHA may insure on a multiunit structure 
is four times as much as the amount of money actually put into rehabilitation. 
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The FHA program is kept as flexible as possible, consistent with high stand- 
ards, to cover the varied types of housing needed by older people. 

On housing for the elderly, FHA permits the full cost of special features— 
central dining and recreation areas, infirmaries, and the like—to be included 
in the total cost of a project when determining maximum mortgage amounts. 

In evaluating the financial soundness of such projects, the FHA bases its 
determinations on the financial soundness of the sponsoring group rather than 
on the “economic soundness” of the project. What this means is that, as long 
as the sponsors are willing and able to absorb operating deficits themselves, 
rents high enough to cover full operating costs need not be charged. 

In its minimum property requirements for housing projects designed for the 
elderly, FHA recognizes that such projects represent a new concept of housing— 
one that precludes the requirement of a kitchen and a full bath in each living 
unit. 

The minimum room size specified for individual occupancy is 140 square feet 
plus closet and half-bath; for double occupancy it is 180 square feet. Bathing 
facilities (tubs, showers) may be centralized. Individual storage space may 
be provided in a particular part of the building. Kitchen and dining room may 
be in a location convenient for serving all residents. 

Doors to baths and toilets must be at least 36 inches wide. A 44-inch width 
is recommended for doors to living units, and the recommendation for hall 
width is 8 feet with a minimum of 7 feet. 

Buildings must be equipped with handrails, nonskid floors, and special lighting 
in corridors. In elevator-type buildings the elevators should be large enough 
to accommodate stretchers. 

To be eligible for financing under the FHA program, buildings when con- 
structed or when remodeling is completed must meet FHA minimum property 
requirements for housing for the elderly. These requirements cover safety fea- 
tures such as fire protection, etc., as well as locality features. 

In the case of projects involving existing buildings, it’s important first of 
all for the sponsors to confer with appropriate staff members of the nearest 
FHA insuring office to find out whether FHA considers the proposed project 
feasible, the selected site acceptable, and the contemplated renovations adequate. 

If FHA’s analysis shows that these factors are satisfactory and that the 
sponsoring organization is financially capable of handling the project, then the 
sponsors are ready to apply for an FHA-insured mortgage. 

Should funds not be available from an FHA-approved lending institution, 
application may be made, through such an institution, for special assistance 
financing from the Federal National Mortgage Association. 

Each application for mortgage insurance on housing designed for elderly 
tenants is given careful consideration. The general environment of this kind 
of housing must be evaluated not only in terms of transportation, recreation, 
and other facilities ordinarily considered, but also with respect to accessibility 
of hospitals and doctors. 

When existing buildings are so constructed that it would be practicable to 
convert them into this special kind of housing. their use can help in providing 
pleasant dwellings where elderly tenants can maintain their dignity and live 
in comfort. 

Source: Federal Housing Administration, Washington 25, D. C. 


HovusING VACANCIES 


VACANT DWELLING UNITS IN THE UNITED STATES, FIRST QUARTER 1958 

The available vacancy rate for the United States rose in recent months— 
from 2.5 percent in the fourth quarter 1957 to 2.8 percent in the first quarter 
1958—according to the results of sample surveys conducted by the Bureau of 
the Census, Department of Commerce. The increase occurred in both the for 
rent and the for sale portions. The for rent rate rose from 2 percent in the 
fourth quarter to 2.2 percent in the first quarter, while the for sale rate rose 
from 0.5 to 0.6 percent. 
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The increase supply of available vacancies in the United States resulted 
largely from an increase in available vacant units in the north-central and 
the south regions. In the north-central region, the available vacancy rate was 
2.3 percent for the fourth quarter 1957 and 3 percent for the first quarter 1958. 
The corresponding rates for the south were 3 and 3.3 percent. For the remain- 
ing two regions, the northeast and the west, the available vacancy supply con- 
tinued at substantially the same level as during the preceding quarter, which was 
1.8 percent for the northeast and 3.3 percent for the west. 


Source: Housing and Construction Reports, United States Department of 
Commerce, Bureau of the Census. 
Taste A.—Vacant dwelling units, by condition and status, for the United States: 
1958, 1957, and 1950 


[Percent distribution] 








1957 
| 1958, a - a en 
Condition and status ist | 1950 
quarter 4th | 3d | 2d Ist | 
| quarter | quarter | quarter | quarter 
All dwelling units..-.. | 100.0 | 100. 0 100. 0 | 100.0 | 100.0 | 100. 0 
Year-round vacant: 
Not dilapidated____- ; | 5.4 | 5.1 5.1 | 5.0 | 4.6 | 3.3 
For rent or for sale (available) 2.8 2.5 2.4 | 2.3 2.3 | 1.6 
For rent 2.2 | 2.0 | 1.9 | 1.8 | 1.8 | 3 
For sale only-.. 6 | 5 5 | 5 | 8] 5 
Rented or sold, awaiting occu- 
pancy | 4 | 4] 5 | 5 4 } L7 
Held off market 2.2 2.2 | 2.2 | 2.2 | 1.9 ; 
Dilapidated - - --. 1.2 | 1.2 | Lt 1.3 | 1.2 1.1 
Seasonal 3.5 | 13.1 | 3.0 | 2.8 | 2.7 | 2.5 
Occupied | 89.9 90. 6 90.8 | 90.9 | 91.5 93.1 
| ! | 1 


1 Revised. 


HARRIS, KERR, FORSTER & Co., 
ACCOUNTANTS AND AUDITORS, 
New York, N. Y., July 8, 1958. 
Mr. M. O. Ryan, 
Manager, Washington Office, American Hotel Association, 
Washington, D.C. 


Dear Mr. RYAN: Pursuant to our conversation of even date, you have indi- 
cated a desire to obtain from us an approximate range of fees that we might 
charge in the matter of making a hotel feasibility study in a medium-size city. 

Without making any definite commitments, we would say that the fee for 
such a study would range anywhere from $10,000 to $15,000 and, possibly, even 
higher than the latter figure, depending upon the circumstances. You realize, 
of course, how difficult it is to make this kind of estimate without having specific 
information as to the city and the degree to which the city officials, chamber of 
commerce, hotel association, and others would be willing to cooperate and put 
together a portion of the statistical and informative data that would be required 
in order to properly evaluate this type of situation. 

Cordially yours, 
JOSEPH Bropner, Partner. 


28431—58———48 
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Statistics and trend of hotel business in Maryland, May 1958 


| 


Month of May 5 months ended May 31 
| | 
14 hotels with 2,794 rooms 6 Balti- | 8 other | Total for} 6 Balti- | 8 other | Total for 
} more Mary- 14 Mary- more Mary- 14 Mary- 
| hotels land land hotels land | land 
| hotels hotels hotels | hotels 
ROOMS DEPARTMENT | | | | 
Percentage of occupancy: | | 
1958__- 68.5 48.8 62.0 70.2 47.5 62.7 
1957__- } 74.0 52.7 67.0 77.0 54.0 | 69, 4 
Average daily room rat 
1958 $9. 08 $6. 05 $8. 29 $9. 02 $5. 82 | $8. 22 
1957_.. | $8.75 | $5. 79 $7. 98 $8. 60 $5. 62 | $7. 84 
Average daily guest rate: | | 
1958__- $7. 40 $5. 16 $6. 83 $7. 45 $4.99 | $6. 85 
1957... a | $6. 85 $4. 81 $6. 34 $6. 99 $4.75 | $6. 43 
Variations, 1958, based on 1957 | | 
Room sales (dollars), percentage_ _- —4.0 2.3 3.8 —4.3 —8.9 —5,2 
Percentage of occupancy 7.4 —7.4 7.5 -8.8 12.0 9.7 
Average daily room rate-_---_-- +3.8 +4.5 3.9 +4.9 +3.6 | +4.8 
Number of guests en —11.1 —9.6 10.8 10.2 13.2 11.0 
Average daily guest rate_ shal aad +8. 0 | +-7.3 +-7.7 6.6 +5.) +-6.5 
RESTAURANT DEPARTMENT 
Average receipt per meal 
1958 . 2 ; $2. 13 $1. 39 $1.85 $2. 18 $1. 39 $1. 90 
1957 ae . ‘ oe $2. 04 $1. 39 $1.81 $2. 12 $1. 38 $1. 86 
Variations, 1958, based on 1957 
Food sales ; percent 4.9 3 3.7 2.8 3.7 3.0 
Beverage sales --do 13.6 8.5 12.7 4.7 7.5 3.2 
Total........ ‘ ‘ do —7.5 —1.9 6.1 3.3 4.5 3.6 
Number of meals served ____--- do__- —¥9.0 0 5.8 4 4.7 5.2 
4 verage receipt per meal. a +-4.4 0 +2.2 2.8 7 +2.2 


[From the Evening Sun, Baltimore, March 27, 1958] 


OnE-HUNDRED-AND-T WENTY-SEVEN-MILLION-DOLLAR CENTER PLAN FOR DOWNTOWN 
REVEALED—OFFICE AND SHOPPING FACILITIES PROPOSED FOR 22-ACRE SITE 


(By Colin MacLachlan) 


A dynamic plan for laying bare the heart of downtown Baltimore and raising 
a new office and shopping complex out of the rubble of a decaying commercial 
district was unveiled at city hall today. 

The sweeping proposal for Charles Center which was a closely guarded secret 
for nearly a year calls for demolishing all but 5 buildings in a 22-acre downtown 
site and then building the inner city of tomorrow today. 

The dramatic $127,170,000 plan would give Baltimore a center to rival Rocke- 
feller Center in New York and Pittsburgh’s Golden Triangle. 

Prepared for the Committee for Downtown, it calls for leveling the area bounded 
by Saratoga Street on the north, Charles Street on the east, Lombard Street on 
the south, and Hopkins Place and Liberty Street on the west. 


TO SPARE FIVE BUILDINGS 


Only five buildings now standing would be spared. They are the Fidelity 
suilding, the Baltimore & Ohio Building, the Lord Baltimore Hotel, the Lexington 
Building, and Eglin’s Garage at the corner of Saratoga and Liberty Streets. 

In place of the existing buildings, the Charles Center plan calls for: 

1. A new Federal office building with nearly twice the space of the Mathieson 
Building. 

2. Seven additional air-conditioned office buildings. 
An 800-room hotel with adjoining executive tower. 
A television center capable of seating 3,000 in its auditorium. 
An underground parking garage extending beneath the entire 22-acre site. 
Three mass transit terminals. 
7. Three public parks. 


> Ol me Co 
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DIRECTED BY WALLACE 


The plan to stimulate the dynamic renaissance of Baltimore was prepared 
by the planning council of the Greater Baltimore Committee under the direction 
of David A. Wallace. 

The presentation of the Charles Center plan to the mayor, the board of esti- 
mates, the city council, and assembled city department heads and business leaders 
was made by Hunter Moss, chairman of the planning council. 

Mr. Moss said Charles Center can become an established Baltimore landmark 
in 10 years if Baltimore wants it. 

The proposed office center includes 2 million square feet of office space in 8 
air-conditioned buildings. An additional 400,000 square feet of space is provided 
for commercial interests. 

An. estimated 19,000 people could work in Charles Center, commuting to and 
from work by bus or automobile. The underground parking garage provides 
space for 4,000 cars, while mass transportation facilities will handle an influx of 
36,000 persons in peak hours. 

SEATING FOR 3,000 


The television center provides seating for 3,000 people. 

The Charles Center plan calls for reducing the present 9-block area into 3 
“super blocks.” The area would be crossed by Fayette Street and Baltimore 
Street. Other streets within the area—Lexington Street, Clay Street, Redwood 
Street, and Hanover Street—would disappear . 

Three public parks would provide green, open space within the complex, while 
galleries, escalator, and moving sidewalks would allow pedestrian traffic to move 
unhampered by automobiles and buses. 

The Charles Center site slopes from a high point of 88 feet at Saratoga and 
Liberty Street on the north to a low of 20 feet at Lombard and Charles Street 
at the south. 

The plan calls for constructing the center on seven levels, above which will rise 
the office towers, the hotel and the television theater. 





5 LEVELS OF PARKING 


Five levels of parking are provided. Cars and buses would funnel into the 
“buried” garages through 13 ramps. At the 30-foot level, garage, terminal, and 
transportation facilities will extend under the entire site. 

Three transit terminals would be located within the site. The first would con- 
nect with Liberty Street at the northern end of the project. Designed for local 
buses, its ramps and roadway permit dropping passengers off and then proceeding 
north on Charles Street. 

A second depot would be located on Fayette Street in the heart of the center. 
Buses would enter on a transit right-of-way and exit west and south along Fay- 
ette Street or the new underground roadway which would run the length of 
the project. 

A huge transportation terminal for intercity buses would be located south of 
Baltimore Street. Transit vehicles would enter this terminal through a widened 
Hopkins Place and leave by ramps:connected to a widened Charles Street. 

The terminal would provide standby areas so that buses could be stored for 
peak loads. 

ESCALATOR SYSTEM 


Garages and terminals would interconnect with escalators and elevators lead- 
ing to shopping areas and directly into office buildings on the site. 

Mayor D’Alesandro hailed the Charles Center plan as a “magnificent concept 
for a new downtown for Baltimore. 

“To make it become a reality will require the best efforts of all of us,” he said. 

The mayor refused, however, to commit himself to the plan. He explained that 
he would turn it over to Walter Sondheim, chairman of the Urban Renewal and 
Housing Commission, for study by his agency. 

Saying that he did not want to “prejudge” the plan for his department heads, 
he added that he expected them to make recommendations “after approaching the 
plan with a positive attitude.” 
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HOW TO DO THE JOB? 


“I want to know how to do this job,” he said. 

The mayor then thanked Mr. Moss and the planning council, the committee for 
downtown, and the Greater Baltimore committee for the plan. 

Mr. Moss said that Charles Center is a “logical planning unit’ designed to 
promote the highest and best use of the land it would occupy. He pointed out 
low land coverage with open space throughout the project, ease of pedestrian 
movement and ease of access for automobiles and buses among the high points 
in the audacious plan. 

Mr. Moss said that the Charles Center plan represents a great challenge to 

altimore, a city which has traditionally considered yesterday more divine than 
today. 

He said the plan will refocus Baltimore’s attention on the heart of Baltimore 
and by chain reaction touch off renewal of buildings adjacent to the area. 

He admitted that not all business interests would profit from the changeover. 
The historic Miller’s Restaurant would go if the plan is approved as would Ham- 
burger’s Department Store, the O'Neill Building, the Maryland Building, the 
Albert Building, the annex of the Baltimore Gas & Electric Co., and the Metro- 
politan Savings Bank, along with the old Sun Building and the Century Theater. 


ESTIMATE OF COST 


Mr. Moss, a real-estate executive, said that Charles Center could be built for 
slightly over $127 million. Private enterprise would pay $109,965,000, or 86.5 per- 
cent of the project cost. The city’s share would be the remaining $17,205,000. 

For its share of the bill, the city would receive an annual tax yield from the 
entire project of some $2,600,000, Mr. Moss said. He said the city now gains only 
$500,000 from taxes on the 251 properties in the area. 

According to his estimates, the city’s share in the project would be paid off 
in less than 10 years. 

The city, if it accepts the plan, would be called on to pay for the three public 
parks, the widening of streets and some utility changes and for the construction 
of the transportation terminal. 

The terminal would be leased by the city and would be a self-supporting facility, 
according to Mr. Moss. 

$17 MILLION FOR LAND 

Private construction costs in Charles Center total $92,735,000, with an addi- 
tional $17,230,000 for the land to build on. 

Of the $92,735,000, over half would be poured into the office towers. Present 
estimates call for $59,435,000 to be spent on constructing the Federal office build- 
ing and 7 additional chrome, steel, stone, and glass office structures. 

The proposed new hotel accounts for an additional $11,300,000, the under- 
ground parking facilities, $12 million, and stores and commercial areas, $10 
million. 

Mr. Moss said the city can well afford the cost of the project. 

He recommended that the city adopt Charles Center as an official urban renewal 
project. The plan would then be drawn up by the Urban Renewal and Housing 
Agency as a renewal plan and presented to the planning commission for its 
approval. With the final approval of the renewal agency, the plan would be 
introduced in the city council in ordinance form. 


WOULD GO ON BALLOT 


With council approval, steps could then be taken to secure State approval of a 
bond issue to cover the city’s cost of the program. If the legislature goes along 
with the Charles Center plan, the proposal would be put on the ballot in May 
next year. 

The Urban Renewal and Housing Agency, using its powers of condemnation, 
could then begin acquiring the 251 parcels of land in the area. 

Some officials have estimated that demolition could conceivably be started in 
less than a year and a half. 

Officials of the Greater Baltimore Committee, led by Charles H. Buck, its presi- 
dent, are convinced that the plan will work and are optimistic about the action to 
be taken by the city council and the mayor. 
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The plan was worked out with the participation of the renewal agency, the 
department of transit and traffic, the department of public works, and the plan- 
ning commission and the support of the mayor. 


NEED CALLED “URGENT” 


Mr. Moss told the mayor today that the need for Charles Center is “urgent.” 

He said that downtown, the center of a rapidly expanding region is deteriorat- 
ing. He said the tax base for the central business district was $156 million in 
1952. 

It dropped to $140 million in 1957, he said. 

Retail sales fell 12 percent during the same period, according to the real estate 
executive. Buildings are vacant, small businesses are drying up, dying on 
the vine. 

The alternative to Charles Center is a decentralized metropolitan area, he told 
the mayor, in which “many small downtowns (will) appear.” 

He sid that the Charles Center would make downtown a “chooser” instead of 
a “beggar” and would make Baltimore think boldly in terms of future. 


COMMITTEE NAMED 


Mr. Buck yesterday announced the formation of a seven-man committee 
to promote the renewal of Baltimore by private capital. 

Its first project will be to implement the plan introduced today. The “de- 
velopment committee” will be headed by Robert B. Hobbs. 

The mayor, Mr. Sondheim, Thomas B. Butler, S. Page Nelson, Charles L. 
Phillips, and James W. Rouse have accepted membership on the committee. 

Mr. Hobbs is the vice chairman of the board of the First National Bank, 
Mr. Butler is president of the Mercantile Safe Deposit Co., and Mr. Nelson 
is the president of the Savings Bank of Baltimore. 

Mr. Phillips is president and chairman of the board of the United States 
Fidelity & Guarantee Co., and Mr. Rouse is president of James W. Rouse & Co., 
a real estate company. 

Mr. Buck said this combination “can and I believe will mold the efforts 
of private enterprise and the city government into an effective organization 
of private capital for Baltimore’s urban renewal effort.” 


WHO WOULD PAY FOR IT? 


Financing of the proposed Charles Center in the heart of downtown Bal- 
timore would require an outlay of $127,170,000, it was estimated. 

Of this amount, private enterests would be expected to put up $109,965,- 
000 for construction of the new buildings. 

The city of Baltimore would put up the remaining $17,205,000 or 13.5 per- 
cent of the money needed to implement the plan. 

Hunter Moss, the chairman of the Planning Council of the Greater Balti- 
more Committee, described the project as a “tremendous bargain.” 


INTEREST SHOWN 


Some of the Nation’s leading developers have already shown interest in 
the project, Mr. Moss said. 

Mr. Moss said that the 250 parcels of land in the area could be acquired for 
about $24,035,000. The real estate executive said this figure is based upon 
detailed assessments of the properties in the area. 

The cost of acquiring title to the sites includes the added costs of demoli- 
tion, relocation for some 350 businesses, termination of utility services, and 
a 10 percent contingency fund. 

After demolition of all but five existing structures at a cost of only $1,- 
450,000, Mr. Moss said, the land would be apportioned between the city and 
private developers. 

Redevelopers would be required to pay an estimated $17,230,000 for their 
share of the land. The city would pay the remainder of the cost of acquiring 
sites. 
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$92,735,000 CONSTRUCTION 


Private interests would then have to finance construction costs placed at 
$92,735,000. 

The eight office towers account for $59,435,000 of this sum. 

Other costs in the breakdown are: 


a cs neempteneipm-enoensinendineoiesanenpreseenewnin $12, 000, 000 
No essnveenpy bt chavg aie-onssewmimnenarinanin os 11, 300, 000 
en ncancemmmnsbsaoenaiucuern entmeieeuranes 10, 000, 000 


The financial plan for Charles Center proposes that the city, although it sells 
the land to redevelopers, retain easements for the construction and operation of 
the parking garage. 

Then, as in Pittsburgh’s Mellon Square, the city could lease its rights to a 
private firm or firms for the construction and operation of the garage. 


INCREASED TAXES 


Mr. Moss estimated the city’s investment of $17,205,000 would be repuid in 
increased taxes in under 10 years. 

This sum, according to the finance report, could be raised through the issuance 
of urban renewal bonds or by special legislation. 

The city’s share of the burden would be spent in this manner : 


Tee en ei A sani it oatamies chet sinesmida pian loaeheidesemmnonoms $6, S05, 000 
I io erica cai naeeanhiasinnanpedeameareees 1, 200, 000 
I ess cieceesipeinasiiiacagiimenaioren 1, 500, 000 
catia sin me speeeumeninaaviniesiaiaaaeecabiony 7, 000, 000 
Neen en esas niacin ingantingienemoninion ae 500, 00 
gh TREE ai 2 a Pa eS Se aS 950, 000 
I eee tna teed cate a sacle aaa Tbe scohiceat ie em casei 4, 000, 000 
a a a a eR 700, 000 


Since the terminal and ramps will be largely self-supporting, Mr. Moss esti- 
mated the city’s investment in urban renewal at $12,805,000. 


UNITED STATES FUNDS UNAVAILABLI 


Federal funds are not presently available for renewal of commercial areas that 
continue as such, hence all of this cost must be borne by the city. 

The city now receives $504,000 in annual taxes from the 251 properties to be 
acquired under the plan. Mr. Moss said that “additional tax revenues from 
Charles Center, even after taking into account the temporary tax loss on the 
acquired properties, will be $2,110,000 a year. This revenue will amortize the 
city’s entire investment in slightly less than 9 years.” 


STATEMENT OF Harry A. BARBOUR 


My name is Harry A. Barbour. I reside at 4925 Deal Drive SE. (Glassmanor, 
Md.), Washington, D. C. 

First, permit me to express my appreciation of the courtesy extended me by 
your committee, in order that I may present certain aspects of the proposed 
housing legislation that, if enacted into law, will, in my opinion, destroy low-rent, 
slum clearance public housing for all time. 

Mr. Chairman and gentlemen, may I outline my background in the field of 
public housing, as I am confident such knowledge on your part will add emphasis 
to my remarks. 

Subsequent to the passage of the United States Housing Act of 1937, as 
amended, I became its first public relations representative. I was director of 
information and research for the San Francisco Housing Authority; assistant 
executive director of the Oakland Housing Authority, and later executive direc- 
tor of the Housing Authority of the city of Richmond, Calif., the largest in the 
Nation—25,600 units. I spoke from more than 200 platforms in the West, ex- 
plaining the program, including the Real Estate Convention in San Francisco. 

At this point I would like to state that I represent no special interest group, 
either public or private. Rather do I speak for the great mass of inarticulate 
families who so greatly need decent, safe, and sanitary housing, and who, if the 
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1958 Housing Act is passed without control of income limits, will never have the 
opportunity to move out of their present unsanitary quarters; slum-clearance, 
low-rent housing will have been legislated out of existence. 

The proposal to amend section 405 (a), section 15 of the United States Housing 
Act of 1937, as amended, to permit members of a family that would otherwise 
be compelled to move due to income increases beyond the permissible limits, to 
continue in occupancy by paying an unsubsidized rent or by purchase of their 
house or apartment, which has been amended out of the Senate version, should 
under no circumstances be reinstated in the House. 

By doing so, low-rent housing will have been killed for all time. 

There are too many families living in hovels and substandard housing that 
sorely need these housing units, to allow families who can afford the economic 
rent to continue in occupancy. The excuse is that there are not sufficient pri- 
vately owned apartments available. 

Then let Congress face the problem squarely—let them legislate to provide 
such homes by proper adjustment of downpayments and interest rates that would 
permit this group, the greatest untouched housing market in the country, to 
qualify for private housing. Such legislation would be the greatest possible 
impetus to our present deflated economy. 

But don’t tear the heart out of the low-rent program—low-rent housing is 
for low-income families that cannot pay the present economic rent—let it stay 
that way. 

Unless Congress closes the door to this unsound approach, inside of a few 
years all the units of the low-rent program will be occupied by those who have 
no right to be in them. Those who oppose public housing will, and properly so, 
insist public housing has placed itself in competition with private enterprise, 
which is contrary to all objectives of low-rent, slum-clearance housing. 

The primary purpose behind the original act—slum clearance—must not be 
buried under a mass of “directives” and “manuals” issued by PHA. Slums are 
increasing at an alarming rate; they must be cleared to improve the general 
welfare; they must be cleared because they are eyesores; barnacles that cling 
and help demoralize the decency of our communities; taxeaters that demand 
greater and greater percentages of the public budget for police, health, and the 
many other publie services. They breed crime and juvenile delinquency, pre- 
senting one of the great problems of our present day society. 

Thanks to Congress; thanks to the passage of the United States Housing Act 
of 19237 as Amended, some hundreds of thousands of families have been given a 
chance to live decently. How well they have embraced this chance to climb up- 
ward economically, is evidenced by the number of families whose incomes have 
now risen beyond the oceupaney limit. They have had their chance—they have 
profited by it—it is now up to them to move to give others the chance that has 
been given to them. Public housing must be utilized for those who so sorely 
need it—the waiting lists at each of the local authorities tells the tale. 

If the removal presents some difficulties, it must be borne in mind that the 
United States Congress does not guarantee Utopia—they merely guarantee a 
chanee—that chance has been given—others need that same chance. 

Should the Housing Act of 1958 be enacted into law with the income limit 
provision included, you will have killed the slum-clearance, low-rent housing 
program for all time. The provision in the act would make such action on the 
part of the local authority “permissive.” You are all persons who have come up 
the political ladder—you know only too well that when political pressure is 
exerted heavily and continuously, there are times when it becomes impossible 
to resist; that will be the case if this provision is granted; “permissive” will 
become “mandatory’—‘directives” will have taken over; low-rent housing will 
be no more. 

Payment in lieu of taxes should be discontinued. As a result of pressure by 
opposing forces, payment in lieu of taxes have now become a generally recog- 
nized factor in the housing program—again as a result of “directives.” 

As I was one of the first in the Nation to make such a payment (please re- 
member I have been with three different local authorities), I remember that 
payment was made because tbe properties were used for defense housing, as 
shipyard workers were able to pay better than the low-rent sum for their hous- 
ing units. 

Cities and counties now engaged in the slum-clearance, low-rent housing pro- 
gram, should be reminded that they entered into a solemn contract with the 
United States Government under the provisions of section 10 (a) of the 1937 act 
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to make local annual contributions, the wording of which reads as follows: 
quote—“No part of such annual contributions by the Authority (PHA) shall be 
made available for any project unless and until the State, city, county, or other 
political subdivision in which such project is situated shall contribute, in the 
form of cash or tax remissions, general or special, or tax exemptions, at least 20 
per centum of the annual contributions herein provided”—end of quote. 

In the face of such a contract why should the political subdivisions receive 
such payments in lieu of taxes?—They have been well rewarded by the clearing 
of some wretched slum properties that were a disgrace to their communities; 
they have found it unnecessary to spend such great sums for the services prev- 
iously supplied; they have benefited the taxpayer by the elimination of this 
special cost; those are the payments—wonderful payments—civie decency and 
civic betterment—why do they demand money? Such demands are equivalent 
to welshing on their contract with the United States. There should be no pay- 
ments in lieu of taxes; the money should be used to reduce rentals. 

The Public Housing Administration, rather than encouraging this practice, 
should Oppose it vigorously as being contrary to the conditions of the annual 
contributions contract, together with it being contrary to the wishes of Congress 
as expressed in the 1937 act. 

Now comes talk of reducing the period of amortization from 40 years to 313% 
years based on what are called—residual receipts—in other words, profit. What 
profits? The only way profits can accrue, other than those very minor resulting 
from careful administration, must come from overcharging of rents. There 
should be no residual receipts in a well-operated authority. Income above ex- 
penditures should be used to lower rentals, thus making it possible to reach 
down to those needing housing so badly. As for the local authority getting one- 
third of the residue, again, why? If they have properly administered their 
authority, they do not need one-third of the profits, having sufficient funds at 
their command for proper operation. 

It appears to be completely overlooked that Congress never at any time, con- 
templated profits from slum-clearance, low-rent housing operations. Further, 
such reduction of time would play havoc with the bond conditions, so should be 
eliminated from consideration, using the money to reduce rents. 

Sound budget control, a well-managed management program, and exercise of 
proper supervision over R. M. and R. (repair, maintenance, and replacement), 
will carry any local authority along without recourse to improper rental sched- 
ules for profit. As stated previously, any minor profit that might result should 
be used to reduce rentals. 

Should the 1958 Housing Act be enacted by Congress with a greater degree of 
autonomy for local authorities on budgetary and management affairs, while 
retaining the right of audit by General Accounting Office that would act as an 
invisible brake against loose expenditures; if it embraces protection against 
removal of rental ceilings; such enactment will again have demonstrated the 
desire and intent of Congress to provide for the low-income families of our 
Nation in a manner best suited to their interests, which in turn represents the 
best interest of our Nation. 

Gentlemen, if I have presented these arguments somewhat strenuously, may I 
ask you to please consider that I have spent 20 years with this program. I 
know its strength and its weaknesses; I know of the pressures; the heartaches; 
the pleasure of a job well done; and the danger that hovers ahead to eliminate 
the program in its entirety. 

Thank you, gentlemen. 





STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA 


As this committee knows, the Jewish War Veterans of the United States of 
America have always maintained a keen interest in housing and have appreciated 
the efforts of your committee to strengthen legislation to carry out, fully, the 
Housing Act of 1949. In line with that interest, our organization, at its 62d 
annual national convention passed the following resolution : 

“Be It Resolved, That the Jewish War Veterans of the United States of America 
in 62d annual national convention assembled in Boston, Mass., August 12-18, 1957, 
urge the Congress to pass legislation to reinvigorate the Housing Act of 1949, as 
amended, with special emphasis on removing the shackles from the public housing 
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program for those who cannot pay full economic rents and who are now living 
in slums, special financing featuring low interest rate and long-term amortization 
for families in the middle-income group and for cooperative housing, cutting red- 
tape and appropriating adequate funds for speeding initiation and completion of 
urban renewal programs.” 

The expression of this resolution clearly indicates our feeling that there has 
been something lacking in the vigor, energy, and enthusiasm of the way in which 
the legislation has been administered and that greater guaranty capacity and 
more liberal mortgage terms should be authorized for the Federal Housing Ad- 
ministration, that larger special assistance funds should be made available to the 
Federal National Mortgage Association and that its fees for commitments and 
purchases should be lowered especially where cooperative housing is concerned, 
and the public housing programs and the urban renewal program, which comple- 
ment each other, should be expanded to the end that slums may be cleared, that 
city improvement programs may be speeded and that the slum dwellers and other 
persons displaced by such programs may be decently housed. 

Your committee has had much detailed testimony on these problems and rec- 
ommendations for solving them. I have studied the statements of many of the 
organizations which have appeared before you and the presentations made by the 
Administrator and the Commissioners of the Housing and Home Finance Agency. 
The statements and recommendations which, I believe, will best fulfill the intent 
of the resolution passed at the 62d annual national convention of the Jewish War 
Veterans of the United States of America are those made before your committee 
by William L. C. Wheaton, chairman of the board of directors of the National 
Housing Conference and by Wallace J. Campbell, director of the Washington 
Cooperative League of the USA. I have worked with both of these organizations, 
closely, through the years and I urge, most respectfully, that your committee 
carry through on those statements in your consideration of the many bills before 
you including those proposed by your chairman, several members of your com- 
mittee and 8. 4035 which was passed by the Senate. 


PHOENIX, Ariz., July 17, 1958. 
Hon. JoHn RHODES, 


House of Representatives, Washington, D. C.: 


Your attention is called to S. 4035 coming up for House of Representatives 
action. Request you review carefully the amendments under title 4 low-rent 
housing. Phoenix is opposed to section 403 (b). We don’t believe in receiving 
subsidies when not needed. Furthermore, we see no purpose to be accom- 
plished by giving local housing authorities one-third of their residual receipts 
when this money can be used to lower subsidies. Phoenix also opposes section 
405 which if enacted will enable local housing authorities to enter into compe- 
tition with private enterprise building and selling houses to ineligible tenants 
of low-rent housing projects. Many pitfalls can be expected if S. 4035 is enacted 
as passed by the Senate. 

Mayor JacK WILLIAMS. 


Faroao, N. Dak., July 8, 1958. 
Senator WILLIAM LANGER, 
Washington, D. C.: 

Vigorous objection to the savings and loan proposal in H. R. 10637 because it 
is highly discriminatory. It selects only one segment of the financing industry. 
It has no protection for the consumer as to minimum property requirements 
or independent appraisals. There is absolutely no need for this proposal and 
it would impair the effectiveness of the present FHA programs. 

M. H. Ostrem, 
Manager, Mortgage Loan Department, Western State Life Insurance 
Co., Member of the Mortgage Bankers Association of America, 
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STATEMENT BY RUSSELL M. Cooper, ASSISTANT DEAN, COLLEGE oF Scrence, LITERA- 
TURE, AND THE ARTS, UNIVERSITY OF MINNESOTA AND PRESIDENT, ASSOCIATION 
FOR HIGHER EpUCATION, NATIONAL EDUCATION ASSOCIATION, ON THE COLLEGE 
Housine LOAN ProGRaM, INcLupING H. R. 11173, H. R. 12752, anv S. 4035 


Mr. Chairman and members of the subcommittee, it is a privilege to have the 
opportunity to file a supplementary statement on the college housing loan pro- 
gram on behalf of the Association for Higher Education, a department of the 
National Education Association. The Association for Higher Education is an 
association of individuals engaged in college and university work. It has ap- 
proximately 17,500 members in 1,599 colleges and universities. Its member- 
ship is composed of administrative officers—presidents, provosts, deans—and of 
faculty members from every academic and professional field. 

President Hurst R. Anderson, of the American University, on July 9, spoke 
on behalf of the Association for Higher Education as well as for other national 
organizations. 

This supplementary statement concerns particularly the action of the Senate 
on July 18, in connection with the administration of loans for classroom build- 
ings and other academic facilities, as dealt with in section 405 of the Rains 
bill and section 502 of the Senate bill. 

In the report of the Senate Committee on Banking and Currency (Rept. 1732) 
to accompany S. 4035 are these statements: 

“This program would be administered by the Housing and Home Finance 
Agency, with the full consultation of the Office of Education of the Department 
of Health, Education, and Welfare. The committee recognizes the fact that 
the Office of Education is the agency best qualified to deal with educational 
aspects of the college housing program and wishes to make clear that it expects 
full and complete cooperation between the HHFA and the Office of Education. 
A loan under this program should be approved only after concurrence by the 
appropriate official of the Department of Health, Education, and Welfare.” 

In recognition of the significant educational factors involved in this new area, 
the Senate, through positive action on S. 4035, has emphasized the importance 
of cooperation between the Administrator and the Office of Education. 

Following Senate approval of the new section 504 to title IV of the Housing 
Act of 1950 (loans for classrooms, laboratories, and related facilities) an amend- 
ment was submitted and passed—which provides “That the Administrator shall 
extend financial assistance to educational institutions under section 405 (of 
the Housing Act of 1958) only after consultation with, and in accordance with 
the advice and recommendations of, said Office of Education.” 

The executive committee of the Association for Higher Education, meeting on 
June 28, went on record in favor of the principle embodied in the legislation 
approved by the Senate. It is the view of the Association for Higher Education 
that this will facilitate the proper administration of the new program by giving 
the Department of Health, Education, and Welfare, Office of Education, a posi- 
tive responsibility for the educational aspects of the program while leaving the 
administration of the program—including the necessary financial determinations 
relative to proposed loans—with the Housing and Home Finance Agency. 

The Association for Higher Education, therefore, strongly recommends for 
your consideration the concept of educational consultation and advice, on a posi- 
tive basis, as expressed in S. 4035, for inclusion in the House bill and report. 


Home BuILpers ASSOCIATION OF METROPOLITAN WASHINGTON, INC., 
Washington, D.C., July 21, 1958. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing of the Banking and Currency Com- 
mittee, House of Representatives, Washington, D.C. 

Dear Str: Please permit this letter to become a part of the record of the housing 
legislation now before your committee. It pertains to one definite portion of the 
pending proposals, namely, the language contained in the Senate bill, title IV, 
low rent housing, section 401, which establishes the astonishing policy that 
public housing agencies may acquire existing private dwelling units for public 
housing use. 

Even the most vocal advocates of public housing insist that its existence in our 
American system of private enterprise is not to compete but merely to supplement 
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private housing efforts and thus provide for those who cannot afford private 
rents. Those advocates who are most sincere in asking for public units for the 
low income, needy and slum dwellers, agree wholeheartedly that private housing 
should constitute the principal source of good dwelling units and that such supply 
should be increased, not decreased. 

Every private unit acquired for public use is a step in the wrong direction from 
the standpoint of both public and private agencies. The basic fact to be re- 
membered is that not one additional housing unit is created by any such change 
in ownership. Also, every dollar spent in such purchase and in annual Federal 
subsidies thereafter, means that much waste of taxpayers’ money without a 
corresponding benefit to anybody except some extra employees of some public 
housing agency staff. 

As a matter of statesmanship, the language above referred to should be 
eliminated from the final draft of any legislation approved by your committee. 
As a matter of pure politics, no constituents of any Member of the Congress can 
be provided with a dwelling unit under it without displacing an equally deserving 
constituent. And money spent in this direction could foreclose a program for 
those in need. 

In Washington, D. C., every responsible facet of private enterprise protested 
vigorously against a recent attempt of the National Capital Housing Authority 
to acquire a fully occupied, low rental apartment development by purchase from 
a priviate owner at a price higher than its going market value. Had this attempt 
heen successful, it would have resulted in ousting modest income families and 
replacing them with other families whose incomes would have had to be on a 
corresponding level, since the economic rents would have been the same. The 
Federal subsidies would have been used to overcome the higher maintenance and 
management costs of the public agency staff. The local agency already has 
authority and public money with which to build new units based upon its own sur- 
vey showing there is a scarcity of private housing. While the industry’s own 
survey disputes this, the fact remains the NCHA purchase of privately owned 
and occupied units would simply mean that the private supply was being reduced 
deliberately by a public agency and thus justify its own existence. Any such 
fraud upon the public should be discouraged at the outset and elimination of the 
power to acquire existing private dwelling units is best calculated to prevent 
such misuse of public funds. 

Your favorable attention to this matter will be greatly appreciated. 

Sincerely yours, 
W. Evans BucHANAN, President. 


FEDERAL HOUSING ADMINISTRATION, 
OFFICE OF THE COMMISSIONER, 
Washington, D. C., July 28, 1958. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

My Dear Mr. Rains: I appreciate your writing me as you did about CAP be- 
cause this dynamic new program is still in an experimental stage. Naturally, 
there will be some misunderstanding about how it works until the public and 
industry become more familiar with it. We want to clear up such misunder- 
standings, and we want to get helpful suggestions to improve the effectiveness 
of CAP which is designed to meet the pressing problems of housing in our 
smaller communities. 

From the reports we are getting we feel that the program is a sound practical 
approach to extending the benefits of the National Housing Act into new areas. 
The industry has wholeheartedly welcomed it in every area where it has been 
tried. The volume of applications being received is increasing each month. 
Builders, realtors, bankers, savings and loans associations, and consumers are 
asking us to extend it as soon as we feel we can. In this connection I believe 
you will be interested in the following excerpts from Bankers Research of 
July 9, 1958 : 

“(he Federal Housing Administration’s certified agency program, is making 
excellent progress. By June 1, the list of authorized agents had passed the 
1,000 mark with more than 700 banks participating, 213 savings and loan asso- 
ciations. and 158 mortgage companies. The list grows weekly, as do the areas 
into which the program is being newly introduced. 
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“Despite the doubts expressed in some circles that lenders’ attention to the 
benefits of this program would be diverted after the passing of the new housing 
legislation, the program is growing soundly and is being used to a steadily 
increasing degree.” 

I think that we have also gone a long way to overcome the attitude you refer 
to in your letter of career civil servants not taking too kindly to the program. 
This has been done by giving our own people a better understanding of the 
objectives. At first many of the old line employees felt that CAP would 
supplant the regular FHA programs, and their jobs would be jeopardized. 
This was never the plan, and as soon as we were aware of this attitude, great 
care was taken to explain to employees that CAP was designed to extend the 
benefit of FHA plans into new areas rather than take the place of the fine 
job being done in the larger communities. FHA’s regular programs with 
insuring office processing will continue to handle mortgage insurance in cities 
and larger metropolitan areas. 

I am attaching a memorandum of comments on the 14 items which you raised 
so that you can have a complete report. 

In my opinion CAP will be most helpful in the smaller communities in America 
where our smaller builders can make the benefits of homeownership available 
to more and more of our citizens. 

Sincerely yours, 
NoRMAN P. Mason, Commvisioner. 


CoMMENTS ON ITEMS RAISED BY CONGRESSMAN Rarwns’ LETTER OF JULY 16 


Item 1: The CAP program cannot operate successfully until appraisers have 
been appointed to serve every area in the State. The program for Alabama was 
announced on April 3, 1958, or approximately 2 months ago. As of this date, 
June 2, 1958, only eight appraisers have been appointed. 

Comment: Since June 2, 35 appraisers have been appointed. Today, we have 
approved appraisers for all the eligible areas and will continue to expand our 
list as quickly as qualified people become known to use. 

Item 2: As far as I know, no list of appointed appraisers has been distributed 
by the FHA. 

Comment: We have not issued any list of the appointed appraisers. Up-to-date 
lists of their names are kept on file in the FHA office so that prompt assignments 
can be made when the mortgagees request their services. As when any pro- 
gram is started, there are some misunderstandings and certain mortgagees have 
though that we would publish a list from which they could choose appraisers. 
In the interest of sound, efficient operation, we assign an appraiser for each job. 

Item 3: Some of the eight appraisers are located in cities which are not eligible 
for loans through CAP. This means there are less than eight who are available 
to readily serve the areas in which CAP is designed to operate. 

Comment: Feeling that competent appraisers are essential to the program’s 
success, we have appointed some men from metropolitan areas for CAP. This 
is done only when these men express the willingness and demonstrate the ability 
to make competent appraisals in the nearby eligible areas and it is difficult locally 
to find qualified appraisers. The metropolitan areas from which these appraisers 
come are much closer to the property than the FHA office. 

Item 4: On May 9, the FHA stated they had appointed 71 fee appraisers and 
it was their intention to use most of these men in the CAP program. No list 
of such fee appraisers and the fact that they might be used in the CAP pro- 
gram was sent to lenders. 

Comment: Fee appraisers, like CAP appraisers, are appointed by the FHA 
office at the request of the local lenders. Benefiting from VA experience, we feel 
it is desirable for us to make the appointment rather than to let the lender 
choose the appraiser himself. We have felt that this was a protection to the 
FHA, the lender and the home buying public and this is the reason we have re- 
frained from publishing lists of the qualified appraisers. 

Item 5: It is stated that the fee appraisers must file separate applications to 
become certified as CAP appraisers even though they have already been approved 
as fee appraisers. 

Comment : Congressman Rains is quite right that there is no need for a separate 
application for fee appraisers and CAP appraisers. We are pleased to report 
that a new application form is being prepared which will enable appraisers to 
apply for either or both categories on one form. 
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Item 6: In connection with proposed construction, there must be approved 
inspectors appointed to serve every area throughout the State. These inspectors 
are in addition to the appraisers though an appraiser can also qualify to serve 
as an inspector. I have seen no list showing the appointment of any approved 
inspectors. 

Comment : It is quite true that we need inspectors throughout the State. I am 
pleased to report that we are now in a position to assign inspectors in any of 
the areas eligible for CAP processing in Alabama. No list of the approved 
inspectors has been published as these assignments will be made by the FHA 
office. Approximately one-half of those appointed in Alabama are qualified as 
both appraisers and inspectors but because there are some differences in the re- 
quirements and experience, some of the men have not qualified for both functions. 

Item 7: In connection with proposed construction, it is stated that both 
appraisers and inspectors must go through a period of training and instruction. 
Therefore, until this training has been received by a sufficient number of ap- 
praisers and inspectors to adequately serve the entire State, no proposed con- 
struction loans can be handled. 

Comment: To make training available to interested persons anywhere in the 
State, training classes for appraisers and inspectors were held in the following 
towns: 

Andalusia, June 3; 18 notified ; 11 attended. 

Montgomery, June 4; 12 notified ; 9 attended. 

Birmingham, June 6; 20 notified ; 22 attended. 

Decatur, June 10; 20 notified ; 18 attended. 

Instruction was provided by personnel from Washington and Birmingham and 
we felt the results were very favorable. 

Item 8: The FHA has not advised lenders what territories may be covered 
by their appointed appraisers and inspectors. 

Comment: We feel it is best for us to appoint the appraisers and inspectors 
on each job. We have not advised lenders regarding the territories covered by 
the various men but because we have been careful in our selection and training, 
we are pleased to advise lenders that they can request assignment in any eligible 
area and be confident of getting qualified service. 

Item 9: The areas within 30 airline-miles of Birmingham have been declared 
ineligible. The FHA has published no list of adjoining towns which will fall 
within this ineligible category. Therefore, lenders have no way of knowing 
which towns bordering on the 30 airline-mile limit are eligible. 

Comment: It was our thought that lenders could draw a 30-mile circle around 
Birmingham that would fairly clearly define the towns eligible. Because Con- 
gressman Rains indicates there may be some confusion, perhaps the answer is to 
print maps for general distribution to all lenders in Alabama which will clearly 
designate the eligible territories. 

Item 10: The areas within 15 airline-miles of Montgomery and Mobile have 
been declared ineligible. The FHA has published no list of adjoining towns 
which will fall within this ineligible category. Therefore, lenders have no way 
of knowing which towns bordering on the 15 airline-mile limit are eligible. 

Comment: Such a map as discussed in item 9 would also clarify the 30-mile 
radius around Montgomery and Mobile and if we cannot print a map, certainly 
we can consider publishing a list of adjoining towns in the ineligible areas. 

Item 11: The entire county of Madison is ineligible. This is the only county 
in Alabama which is so excluded. 

Comment: The county of Madison was declared ineligible because the unusual 
conditions of the real estate market did not seem to lend themselves to this 
experimental phase of the program. 

Item 12: The town of Fairhope “being a single tax colony and involving cer- 
tain specific problems” has been declared ineligible. It is difficult to understand 
how this particular problem could affect the eligibility of Fairhope for the CAP 
program since the FHA regularly insures loans on Fairhope properties. The 
tax problem has nothing to do with the underwriting of the loan. 

Comment: The town of Fairhope presents the problem of additional instruc- 
tion because of the fact that land can only be leased and not purchased. Be- 
cause of the limited personnel available to introduce CAP in the balance of 
Alabama and our understanding that there was not a large volume of real 
estate activity taking place in Fairhope, we decided to concentrate on getting 
CAP started in the other areas first. We will be happy to devote some special 
effort there as quickly as possible. 
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Item 13: In excluding all towns of more than 15,000 population, the FHA also 
excluded the metropolitan areas of these towns. Lenders have no way of 
knowing exactly what this means. For example, is Oxford a part of the metro- 
politan area of Anniston? Is Attalla a part of the metropolitan area of Gadsden? 
Is Rainbow City a part of the metropolitan area of Gadsden? 

Comment: We think the map referred to in item 9 will be the proper way to 
answer the question raised here. Certainly in a new program such as this, 
there is bound to be misunderstandings by lenders as to just what areas are 
eligible and for the sake of having competition on an equal basis for all lenders 
the area should be clearly defined. 

Item 14: After approving a CAP loan, the lender must submit to the FHA 
a copy of the proposed commitment so that an FHA number may be assigned to 
it. It will be highly important that the FHA assign these numbers promptly 
so that there will be no delay in the issuance of the commitment by the lender 
to the borrower. 

Comment: It is, indeed, important that the FHA assign case numbers prompt- 
ly and it is our intention that they should be assigned the same day the 
request is received. In the event this is not done in any offices, we would appre- 
ciate knowing about it and will take the necessary steps to see that it is 
accomplished. 

As a matter of additional information, we are enclosing the volume figures for 
June and the cumulative totals for business done under the CAP. These show 
that when industry and home buyers understand the program, CAP gains 
momentum. Again in June we have nearly doubled in a single month the volume 
of CAP business that was done in any time previous. 
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Month of June 1958 } Cumulative June 30, 1958 
sbi ‘ —|— peers 
} | . | } . | 
Commit- | Mortgages Commit- | Mortgages 
Insuring office | | ments insured ments insured 
| issued | issued | 
Effective | eee ‘ia all ws 
date | | g | 
| | New! Exist- |New Exist- |New! Exist |New Exist 
| | | ing | ing | | ing j ing 
eee — ee eT Pr tera a = | aon 
Alabama, Birmingham. ---------- | Mar 27,1958 | 1 OS ccist pea as ec | 
NS EEE Oct 1, 1957 11 34) 3 13} 63| 130} 4] 30 
Colorado, Denver---.---- .--.---| Mar. 27,1958 | 85 536 | 67 | 111 | 682 Semel 68 
Florida, Tampa...._.-- | June 4) 1958 | : ae 
Illinois, Chicago dooce --| Mar. 27, 1958 | BD face cchan — 2 |-----| ‘ 
Illinois, Springfield_----- --- Oct. 1, 1957 19 8&4) 1) 34 39 222 a 110 
lowa, Des Moines. - ----- ake June 4,1958 k : 
Kansas, Topeka- - - - - ‘ Oct. 1,1957] 18 41 4 39; 48; 164) 4 82 
Maine, Bangor ea Mar. 27, 1958 | 3 1 | | bit, a 1 
Michigan, Detroit--- 1 - do : | « a es 
Michigan, Grand Rapids- -~-- Oct 1,1957 |} 4 a ines 12; 8] 75 | | 44 
Minnesota, Minneapolis | June 4, 1958 | lowe ubewe | | a 
Montana, Helena-- : 3 | Mar. 27,1958 |--.--| MG fa ecaul ER A 4 
New York, Albany- --- , Oct. 1,1957} 3 ap i ek, ln 83 
North Carolina, Greensboro- -- do | 23 55 2 14 86 153 3} 74 
Oregon, Portland -- . Mar. 27, 1958 54 208 eae 991° 8] 200'1.-...] 21 
Pennsylvania, Philadelphia -| Oct. 1, 1957 420 1 Wiha 785) 1] 125 
Tennessee, Memphis. --- June 4, 1958 : : ‘ = -| 
Texas, Lubbock : —_ do : : oo . 
Virginia, Richmond eal. neo Re ; kta en 
Washington, Seattle - - : ‘ Jct 
nk ccicrmcndiccke ‘ i 218 | 1,473 11 302 | 420 | 2,645; 13 } 643 


1 1 institution authorized as agent for minority group housing prior to this date. 


Source: Federal Housing Administration, Division of Research and Statistics, Statistics Section, July 16, 
1958. 





